
ECONOMIC  SECURITY  ACT

SATURDAY, FEBRUARY  9, 1935

UNITED STATES SENATE COMIMITTTEE  ON FINANCE,
EQx.d&agton,  D. C.

The committee met pursuant to Cal!, at IO: IO a. m., in the Finance
Committee room.,  Senate Office Building, Senator Pat Harrison,
chairman, presidln .

The CHAIRMAN. f submit for the record a letter from Dr. Witte,
Executive Director Committee on Economic Security, transmitting
for the consideration and study of the Committee two model State
unemployment-insurance bills, suggestions for a State old-age assist-
ance law, and accompanying explanatory statements.

COMMITTEE] ON ECONOMIC SECURITY,

Hon. PAT HARBISON,
Washington, February 9, 1935.

Chaifwaan  Rinance Committee of the United States Senate,
Washington, D. C.

Dnsa SENATOR HARRISON : While Dr. William &I. Leiserson, a member of the
technical board of this committee, was testifying on the pending Economic
Security Act, your committee expressed a wish that the model State unem-
ployment-insurance bill which we were preparing should be submitted to your
committee for purposes of the record.

We have now completed two model State unemployment-insurance bills, one
for a pool-fund system and the other for a plant account system. These two
bills with an accompanying explanatory statement are enclosed herewith.

We have also prepared suggestions for a State old-age-assistance law. This
is, likewise, being transmitted to you herewith.

Whether you desire all of this material to be included in the record I do
not know, but as your committee expressed a wish to have this submitted,
I am doing so herewith.

Very truly yours,
GOMMITTEEI  ON ECTONOMIO SECURZTY,
EDWIN E. WITTE,

Executke Director.

~IMINARY DBAJTT  OF A SUGGESTED STATE UNEMPLOYMEST  COMPENSATION ACV

(With completely pooled fund)

The Federal measure for economic security (now pending in Congress) gives
every State both opportunity and urgent reason for enacting a State unemploy-
ment-compensation law in 1935.

The Federal security measure permits employers to credit (against the Fed-
eral pay-roll tax) their contributions under any State unemployment-compen-
sation law which meets certain minimum Federal standards.

Each State which passes such a law promptly will be able to set up a State
unemployment-compensation fund, thus using for State purposes that money
which would otherwise be paid into the Federal Treasury by the State’s
employers.
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To assist each State in enacting a suitable law, assuring its employers (sL
the Federal tax credit, the President’s Committee on Economic Security has
had two model State bills prepared after months of study and discussion.

These bills are very carefully drafted to meet all the recluirements of the
Federal measure, including : (a) Standards for granting tax credits to employ-
ers; and (fi) standards for granting Federal money to pay the administrative
costs of such State laws.

(1) The attached model bill is of the “ pooled fund ” t>*pe. Under this type
of bill all contributions are paid into a single, undivided fund (with 110 seg~:c-
gation of the amounts paid in by each employer). Benefits will be paid from
suet-1  pooled ‘fund to any and all eligible employees. Provisions for varying
employer contribution rates tq some extent:  based on their employment and
benefit experience, may be incorporated in such a bill if the State so desires-

(2) An alternative model bill of the “ reserves ” type is being prepared and
will be sent to you shortly. Under this type of bill, part of the total contri-
butions paid into the State fund will be “ pooled ” ; but the major part of erjch
employer’s contributions will be segregated (within the fund) into separate
employer accounts, and benefits will be paid from an employer’s account only
to his own eligible employees. after several years of contribution and benefit
payments, each employer’s contribution rate will depend on his actual employ-
ment and benefit experience.

Wide latitude is thus left the several States in m:lny respects (a) as to the
general type of unemployment compensation law to be adoptecl, with two types
of model bill suggested, and also (b) as to many other important cluestions
(amount and duration of benefits, etc.).

It is suggested, however, that each State executive or legislator tvho plans to
make any change in either of the model bills (prepared by the Committee on
Economic Security) might do well to write the committee for advice on the
vital cluestion : “ Woulcl the proposecl  change prevent the State law from quali-
fying for (a) Federal tax credits to employers, and (b) Federal aid for State
administration? ”

By thus writing the Committee on Economic Security, each State cm be
advised whether the proposed changes (a) will meet Federal requirements am1
(b) are consistent, or conflict with other provisions of the “ model bill ” itself,

The Committee’s address is 1734 New York Avenue, Washington, D. C.

TOPICAL OUTZIPU’E OF HILL

Section 1. Short title.
Section 2. Declaration of public po,licy of the State.
Section 3. Definitions : (1) Benefit, (2) commission. (3) contributions, (4)

eligibility, (5) employee, ( 6) employer, ( 7 ) employment, ( 8 ) employment
office, (9) full-time weekly wage, (a) hourly rate of earnings, (b) full-time
weekly hours, (10) fund, (11) partial unemployment, (12) pay roll, (13)
total unemployment, (14) unemployment administration fund, (15) wages,
(16) waiting-period unit, (17) week, (IS) week of employment.

Section 4. Unemployment compensation fund : (1) Fund, (2) withdrawals,
(3) treasurer, (4) deposit.

Section 5. Contributions : (1) Payment, (2) standard rate of contributions,
(3) 1936 ancl 1937 contribution rates, (4) future rates, based on benefit ex-

perience, or (4) study of contribution rates, (5) employee contributions.
Section 6. Benefits: (1 ) Payment of b~~nefits, (2) weekly benefits for total

unerlii~lo~iilelit, (3) weekly benefits for partial unemployment, (4) l-to4
ratio of benefits to employment, (5) maximum \veeks of benefit ill any year,
(6) lump-sum benefit option, ( 7) additional benefits (l-to-20 ratio).

Section ‘7. Benefit eligibility conditions : (1.) Employment requirement, Or (I)
l~rob:lti~llflry-scr~~ice  Deriod. (2) availability and re;;istration for work, (3)
waiting period, (4) (luring tratle  disputes, (5) vo1unt;~r.v  lcaving, (6) dis-
charge for misconcluct,  (7) refusal of suitfiblc  employment, (8) employees
b:>rrcd from benefits by wage disqualification.

Section S. Settlement of benefit claims : (1) Filiq, (2) ini tiill determination,
(3) appeals, (4) appeal tribunals, (5) procedure, (6) commission review,
(7) appeal to courts, (8) oaths and witnesses.

Section 9. Court review. (Not drafted because of difference in State courts,
etc.)

.Section ICY.  1Jnemployment  Compensiltion  CommissioIl : (1) Organization, (2)
salilries,  (3) quorum.
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Section 11. Administration : (1) Duties and powers of commission, (2) general
commission rules, (3) publication, (4) personnel, (5) advisory councils, (6)
employment stabiliz:ttion,  (7) records and reports,  (S) representation in
court, (9) Y tate-Federal cooperation, (IO) employment offices.

Section 12. Acceptance of act of Congress relating to employment service : (1)
Formal acceptance, (2:) State employment service, (3) financing.

Section 13. Reciprocal benefit arrangement with other States.
Sectio,n 14. Protection of rights and benefits: (1) Waiver of rights void, (2)

limit:iticm  of fees, (3) no assignment or garnishment of benefits,
Section 15. Collection of contributions : (1) Interest on tardy payments, (2)

bankruptcy, (3) court action.
Section 16. Penalties.
Section 17. Unemployment administration fund : (1) Special hmil, (2) Federal

aids, ( 3) employmen t-service account.
Section 1s. Appropriations.
Section 19. Saving clause.
Section 20. Separability of provisions.
Section 21. Effective date.

A BILL RELSTING To UNEMPLOYMENT C~.CPENSATIOK~  PROVIDING PENALTIES AND

MAKING APPROPRIATIONS

SECTION 1. SHORTTITLE

This act shall be known and may be cited as the “ Unemployment compensa-
tion law.”

SECTION 2. DEa4RATION OF PUBLIC POLICY OF THE STAT'E

Nom.-The sponsor of a State bill will probably wish to draft the state-
ment of public policy. The following statement is appropriate and may be
used if desired, but this precise wording is not essential to conform to the
proposed Federal legislation.

As a guide to the interpretation and application of this act, the public policy
of this State is declared to be as follows : Economic insecurity due to unemploy-
ment is a serious menace to the health, morals, and welfare of the people of
this State. Involuntary unemployment is therefore a subject of general interest
and concern which requires appropriate action by the legislature to prevent its
spread and to lighten its burden which now so often falls with crushing force
upon the unemployed worker and his family. Social security requires  pro-
tection against this greatest hazard of our economic life. This can be provided
only by application of the insurance principle of sharing the risks, and by the
systematic accumulation of funds during periods of employment to provide
benefits for periods of unemployment, thus limiting the serious social conse-
quences of poor relief assistance. The legislature, therefore, declares that in
its considered judgment the public good, and the general welfare of the workers
of this State require the enactment of this measure for the compulsory setting
aside of unemployment reserves to be used for the benefit of persons unemployed
through no fault of their own.

SmON 3. DEFIN!KTIONS

The following words and phrases, as used in this act, shall have the following
meanings unless the context clearly requires otherwise :

(1) “ Benefit ” means the money payable to an employee as compensation for
his wage losses due to unemployment as pl’ovided  in this act.

(2) ‘,Commission  ” means the unemployment compensation commission estab-
lished by this act, or its authorized representative.

NOTE .-If another administrative agency than tllat suggested herein is
used, the name of such agency should be abbreviated and defined, and
when the word “ commission ” appears, the abbreviated name of such
agency should be substituted,

(3) “ Contributions ” means the money payments to the State unemployment
compensation fund required by this act.

( 4 )  Eligibility.- A n employee shall be deemed “ eligible ” for benefits for
any given week of his partial or total unemployment (occurring subsequent
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to any required waiting period) only when he is not disqualified by any provi-
sion of this act from receiving benefits for such week of unemployment.

(5) “ Employee ” means any person employed by an employer subject to this
act and in employment subject to this act.

( 6) “ Employer ” means any person, partnership, association, corporation, .
whether domestic or foreign, or the legal representative, trustee in bankrupt:cy,
receiver, or trustee thereof, or the legal representative of a deceased person,
including’ this State and any municipal corporation or other political subdi-
vision thereof, who or whose agent or predecessor in interest has employed at
least four persons in employment subject to this act within each of 13 or .
more calendar weeks in the year 1935 or any subsequent calendar ye;r,r  ; pro-
vided that such employment in 1935 shall make an employer subject on Janu:lry
1, 1936, and such employment in any subsequent calendar year shall make a
newly subject employer subject for all purposes as of January 1 of the calendar
year in which such employment occurs. In determining whether an employer
(of any person in the State) employs enough persons to be an “ emplogcr ”
subject hereto, and in determining for what contributions he is liable here-
under, he shall, whenever he contracts with any contractor or subcontractor
for any work which is part of his usual trade, occupation, profession, or busi-
ness, be deemed to employ all persons employed by such contractor or sub-
contractor on such work, and he alone shall be liable for the contributions
measured by wages paid to such persons for such work ; except as any such
contractor or subcontractor, who would in the absence of the foregoing provi-
sions be liable to pay said contributions, accepts exclusive liability for said
contributions under an agreement with such employer made pursuant to gen-
eral commission rules. All persons thus employed by an emplo:ier  (of any
person) within the State, in all of his several places of employment maintained
within the -State, shall be treated as employed by a single ” employer ” for
the purposes of this act; provided, moreover, that where any person, partner-
ship, association, corporation, whether domestic or foreign, or the legal repre-
sentative, trustee in bankruptcy, receiver, or trustee thereof, or the legal repre-
sentative of a deceased person, either directly or through a holding company
or otherwise, has a majority control or ownership of otherwise separate busi-
ness enterprises employing persons in the State, all such enterprises shall be
treated as a single “ employer ” for the purposes of this act. Any employer
subject to this act shall cease to be subject hereto only upon a written applica-
tion by him and Gfter a finding by the commission that he has not within any
calendar week within the last completed calendar year employed four or more
persons in employment subject hereto. Any employer (of any person within
the State) not otherwise subject to this act shall beco.me fully subject hereto,
upon filing by such employer with the commission of his election to become
fully subject hereto for not less than 2 calendar years, subject to written ap-
proval of such election by the commission.

(7) “ Employment ” means any employment in which all or the greater part
of the person’s work (within the continental United States) is or was custo-
marily performed within this State, under any contract of hire, oral or
written, express or implied, whether such person was hired ancl paicl directly
by the employer or through any other person employed by the employer, pro-
vided the employer had actual or constructive knowledge O$ such contract.
Such employment shall include the person’s entire employment (in all States,
including the District of Columbia). In the case of all other persons employed
partly in this State and partly in other States, the term “ employment ” shall
include the employment of such persons to the extent prescribed by general
rules adopted by the commission. Except as provided in any reciprocal benefit
arrangement made pursuant to this act, “ employment ” shall not include any
employment included in any unemployment compensation system established by
an act of Congress.

Nor shall the term “ employment ” apply to--’
(a) Employment on a governmental relief project approved by the com-

mission ;

1 The inclusion of the State and local governments as employers is not required in the
proposed Federal legislation. Congress does not have the power to tax the pay rolls of
State and local governments, and obviously could not require State and local govcrn-
ments to contribute to a State unemployment compensation act. It is suggesed,  however,
that State and local employees be covered, except those in the employments exempted in
paragraphs (a) to (d) of the “ employment ” definition below.

2 The last sentence and exemptions (a) to (d) should be omitted if State and local
governments are excluded from the “ employer ” definition  (6) above.
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(b) Employment as an elected or appointed public officer;
(c) Employment by a governmental unit on an annual salary basis;
(d) Employment as a teacher in a public school, college, or university.
(8) “ Employment office ” means that free public employment office (oper-

ated by the State) or branch thereof nearest to the employee’s place of resi-
dence or employment, unless otherwise prescribed by the commission.

(9) An employee’s “ full-time weekly wage ” means the weekly earnings such
employee would average from his employment if employed at the “ hourly rate
of earnings ” and for the “ full-time weekly hours ” applicable to such employee.

(a) The applicable “ hourly rate of earnings ” shall be determined by aver-
aging the employee’s actual earnings for at least 100 hours of employment by
his most recent employers.

(b) an employee’s “ full-time weekly hours ” shall mean the standard maxi-
mum weekly hours which can lawfully be worked by the employee (in the
employment in question) under the applicable Federal code of fair competi-
tion or under any applicable State code or law specifying lower maximum
weekly hours. Where there is no code or law applicable, the commission shall
determine the employee’s full-t@e weekly hours by averaging his weekly hours
for all calendar weeks (in at least the past 3 months) in which he worked 30
hours or more, or by such equitable method as the commission may by general
rule prescribe for determining a full-time standard of not less than 30 weekly
hours for benefit purposes. In the case of any employee who is found by the
commission, at the time be becomes eligible for benefits to be unable by reason
of physical disability or by reason of continuing personal obligations (other
than employment) to work half the full-time weekly hours which prevail in
such establishment for full-time employees, the commission shall determine his
full-time weekly hours for benefit purposes by averaging his weekly hours for
all weeks (in at least the past 3 months) in which he worked.

(10) “ J?und ” means the unemployment compensation fund established by
this act, to which all contributions and from which all benefits required under
this act shall be paid.

(II) “ Partial unemployment ” :
unemployed ”

An employee shall be deemed “partially
in any calendar week of partial work if he fails to earn in wage

(and/or any other pay for personal services, including net earnings from self-
employment) for such week at least $1 more than the amount of weekly bene-
fits for total unemployment he might receive if totally unemployed and eligible.

(12) (‘ Pay roll ” means the total amount of all wages payable by the em-
ployer to his employees, commencing with wages payable for employment occur-
ring after  employer becames newly subject to this act.

(13) I‘ Total unemployment ” :
employed ”

An employee shall be deemed “ totally un-
in any calendar week in which he performs no wage-earning serv-

ices whatsoever and for which he earns no wages (and no other pay for per-
sonal services, including net earnings from self-employment), and in which
he cannot reasonably return to any self-employment in which he has cus-
tomarily been engaged. *

(14) ” Unemployment administration fund ” means the unemployment com-
pensation administration fund established by this act.

(15) “ Wages ” means every form of remuneration for employment received
by a person from his employer, whether paid directly or indirectly by the
employer, including salaries, commissions, bonuses, and the reasonable money
value of board, rent, housinff, lodging, payments in kind, and similar advantages.

(16) ” Waiting-period unit ” means a period (for which no benefits are pay-
able but during which the employee is in all other respects eligible) consisting
of either 1 week of total unemployment or 2 weeks of partial unemployment,
required as a condition precedent to the receipt of ‘benefits for subsequent
unemployment, as prescribed in this act.

(17) ” Week ” means calendar week.
(IS) ” We?k of employment ” means each calendar week (occurring at least

1. year after contributions first become generally due under this act from em-
ployers then subject hereto and occurring after any probationary period or
periods required hereunder) within which the person in question performed
any employment subject to this act for any employer subject to this act: Pro-
vided, 7Loxever, That any week (occurring within the customary school vaca-
tion periods) in which an employer employed an employee who attended a
school, college, or university in t.he last preceding school term shall not be
counted as a ” week of. employment ” in determining the benefit rights of such
employee under this act.
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(1)  Fund. -There is hereby created tile unenlployrnellt-cIornl,ensation  fund,
to be administered by the commission without liability on the part of the State
beyond the amounts paid into and earned by the funtl. This Eu1u1 shall  consist
of all contributions and money paid into and received by t!le fund as provided *
by this act, of property and securities acquired br and through the use of
moneys belonginhv to the fund, and of interest earned upon the moneys belonging
to the fund.

(2) Withdrclzcals.-The  fund shall be aclministerprt  in trust and urecl solely
to pay benefits, upon vouchers drawn on the fund by the commission pursuant
to general commission rules, and no other disbursement sllall  be made there-
from. Such rules shall be governed by and consistent with any applicable
constitutional requirements,  but the procedure prescribed 1)~ such rules shall
be cleemed to satisfy (and shall be in lieu of) any and all statutory require-
ments (for specific appropriation oi other formal release by Stilte officers of
State moneys prior to their expenditure) which might otherwise be applicable
to withdrawals from the fund.

No?%.---The first sentence of the above subsection is necessary to conform
to the requirement of the Federal bill that the funcl be used exclusively for
the payment of benefits. Aclministrative expenses will have to be paid
from Federal allotments for this purpose, or from other sources. Attention
is callecl to the fact that the number of benefit payments to be mad@ from
the State fund will be extremely large in most States, though the amount
of the individual payments will be small. It is therefore advisable to
utilize a method of withclrawals  from the fund wlGch will involve a
minimum of aclniinistrative  expense, con:;istent  I\-ith adequate protection
of the fund. III some States the customary proced~:rc for tile payment from
public funds ~culd be unnecessarily espensive.

(3) ‘I?*ens~l~*o*.-Tile  commission shall designate  a treasurer of the fund
who shall pay all vouchers cluly drawn upon the fund in such manner as the
commission may prescribe. He sllall  have custody of all moneys  belonging
to the funcl and not otherwise helcl or clepositerl  or invested pursuant  to this
action. The treasurer shall give bond conditioned on the faithful performance
of his duties as treasurer of the fund, in a form prescribed by statute or
approved by the attorney general and in an amount specified by the commission
and approvecl by the governor. All premiums upon boncls  required pursuant
to this section when furnished by an authorized surety company or by a duly
constituted governmental bonding fund shall be paid from the unemployment
administration fund. The treasurer shall deposit ancl/or invest the fund
under the supervision and control of the commission, subject to the provisions
of this act.

(4) Deposit.-All contributions paid under this act shall upon collection be
‘deposited in or invested in the obligations of the unemployment-trust fund of
the United States Government or its authorized agent, so long as said trust
fund exists, notwithstanding any other statutory provision to the contrary.
The commission shall requisition from the unemployment-trust fund necessary
amounts from time to time.

X;OTE. -The above subsection (4) is necessary to meet the requirements of
the Fecleral bill.

The wording of the entire section creating the State unemployment com-
pensation fund is also important, because of constitutional provisions con-
cerning the custocly and management of ” State funds ” in several States.
Four States (California, New Mexico, Wyoming, ancl Michigan) require
the deposit of ” State funds ” or ” public funds ” in State or national banks.
Since it is anticipated that the United States Treasury will designate banks
within the State to act as its agent, even the constitutional provisions of
these States clo not conflict with the requirements of the Federal economic
security bill for the deposit of State unemployment compensation funds
with the unemployment trust fund of the Unitecl States,

SECTION 5. CON!FRIBUTIOXs

( 1) Fagmen  t .-On and after the 1st day of January 1936 contributions shall
accrue and become payable by each employer then subject to this act. There-
after contributions shall accrue ancl become payable by any new employer on
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and after the date on which he becomes newly subject to this Act. The con-
tributions required hereunder shall be paid by each employer in such manner
and at such times as the commission may prescribe.

(2) Standard rate of contributions.- The contributions regularly payable
by each employer shall be an amount equal to 3 percent of his pay roll, except
as otherwise provided in this act.

Nom.-The Federal pay-roll tax on employers (under the economic
security bill) will be 3 percent for the year 1935, and therafter. For
the years 1936 and 1937, however the tax rate (which will depend on a
Federal index of production) may be 3 percent, 2 percent, or 1 percent.
l(Of course all provisions of &he Federal bill are subject to possible change
by Congress.) Any State which desires to make its 1936 and 1937 con-
tribution rates correspond exactly to the tax-rate clauses of the Federal
security measure (as introduced) can use the following language :

( Optional provision)

(3) 1936 and 1937 coiztl*ibutiou  r(ltcs.---The  contributions payable by each
employer for the calendar years 1936 and 1937 shall be determined as follows :
(a) If the Federal Reserve l3oard’s adjusted index of total industrial production
averages, for the year ending September 30, 1935, not more than 84 percent
of its average for the years 1923-25, inclusive, the commission, shall certify that
fact to the secretary of state, and each employer shall contribute for the calen-
dar ~-ear 1936 an amount equal to 1 percent of his pay roll ; (b) if such index
averages for such year, more than 84 percent but less than 95 percent of such
earlier average, such fact shall be so certified, and each employer shall con-
tribute for the calendar year 1936 an amount equal to 2 percent of his pay roll ;
(cl) if such index averages for the year ending September 30, 1936, not more
than 84 percent of such earlier average, such fact shall be so certified, and each
employer shall contribute  fn: the calendar year 1937 an amount equal to 1 per-
cent of his pay roll, except that in no event shall the measure of contributions
for the cgl@ndar year 1937 be less than the measure of contributions for the
calendar year 1936 ; (d) if sucll index averages, for the year ending September
30. 1936, more than &1 percent but less than 95 percent of such earlier average,
such fact ehtill be so certified and each employer shall contribute for the calen-
dar year 1937 an amount equal to 2 percent of his pay roll, except that in no
event shall the measure of contributions for the calendar year 1937, be less
than the measure of contributions for the calenclar year 1936.

Kom.-Under  the proposed Fecleral economic security measure a State
may, after 5 years, reduce contribution rates for employers who have shown
a goocl  unemployment compensation experience.. Two alternate provisions
are given below for States that may wish to take aclvantage of this pro-
vision in the Federal measure. Roth provisions are entirely optional with
the State. t

( Optional provision)

(4) 8’fud.y of contrihtion  rates.-For a period of 3 years after the contribu-
tions accrue and become payable under this act, the commission shall study the
operations of this act relative to the financial aspects and the sufficiency of con-
tributions hereunder, and shall submit a report of its findings and recommenda-
tions thereon to the legislature not later than February 15, 1939.

(Optioncrl provision)

(4) Flc tzure tv tes, basecl  on bcuefit  experience.-Basecl on the actual contri-
bution and benefit experience of employers under this act, the commission shall
(in the year 1941 and in ~~11 calendar year thereafter) classify employers in
accordance with said experience ; and shall cletermine for each employer the
rate of contributions which shall apply to him throughout the calendar year
pursuant to said experience and classification. The minimum contributions thus
payable to the fund shall in PO case amount to less than -3 percent on the
employer’s  pay roll. and the average contribution rate of all employers shall be
approximately 3 percent (on pay roll) for any calendar year. An employer’s
contribution rate shall in no case be reduced until there has been at least 3
calendar years throughout which his employees received or coultl have re-

8 This figure must be nt least 1 percent under the pendin g economic security measure,
but is, of course, subject to final action by Congress.
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ceived benefits when and if unemployed and eligible. The commission shall
investigate and classify industries, employers, and/or occupations with respect
to the degree of unemployment hazard in each, taking due account of any rele-
vant and measurable factors, and shall have power to apply any form of classi-
fication or rating system which in its judgment is best calculated to rate indi-
vidually the unemployment risk most equitably for each employer or group of ’
employers and to encourage the stabilization of employment. The general basis
of classification proposed to be used for any calendar year shall be subject to
discussion, adoption, and publication in the manner prescribed in this act for
all general commission rules.

(5) Co?ztribzttio?zs  bz~ empEouees.-Each  employee shall contribute to the fund
1 percent of his wages.
such contribution from the

Each employer shall be responsible for withholding
wages of his employees, shall show such deduction on

his pay-roll records, and shall transmit all such contributions to the fund
pursuant to general commission rules.

NOTE.-The State is not required to include the above subsection (5) c
It is being set forth here for due consideration by each State.

Worker contributions cannot be offset or credited against the Federal
tax on pay rolls, which is payable by employers alone. Hence the inclu-
sion by a State of subsection (5) would not be a substitute for, but rather
an addition to, the contributions above requirecl  from employers.

Adclitional contributions to the funcl, from any source, would of course
make possible additional benefits from the fund. (See the “ actuarial:
memorandum ” as to what benefits could be paid with additional contri-
butions.)

SECTION G. BENEFITS

(1) Pa.gment  o f  be92efits.-After contributions have been due under this act
for 2 years, benefits shall become payable from the fund to any employee who
thereafter is or becomes unemployed and eligible for benets, based on his
weeks of employment as defined in this act, and shall be paid through the
employment offices at such times and in such manner as the commission may
prescribe.

NOTE.-The  above provisions should not be altered, since the proposed Fed-
eral bill requires as a condition for the allowance of credit against the
Federal pay-roll tax that payment of all compensation must be made
through the public employment offices in the State and must commence 2
years after contributions are first made under the State law.

(2) Weelely benefits for total zbnempZo7flent. -An employee totally unem-
ployed and eligible in any week shall be paid benefits (computed to the nearest
half dollar) at the rate of 50 percent of his full-time weekly wage, with max-
imum benefits of $15 per week, and minimum benefits of $------  * per week.

NOTE.-The maximum weekly benefit of $15 per week indicated here is
open to change by the State. It is not required by the Federal bill. It
is presumed that each State will desire to fix a maximum which it deems
appropriate in the particular State. Official commissions on unemploy-
ment insurance in Ne\v York, Ohio, California, ancl Virginia have recom-
mended a maximum of $15 per week, while the New Hampshire com-
mission recommended $14. The maximum in the Wisconsin law is $10,
but the contribution rate is 2 percent.

(3) Week@ benefits for partial zcnempZoyment.-An employee partially un-
employed and eligible in any week shall be paid sufficient benefits so that his
week’s wages (and/or any other pay for personal services, including net
earnings from self-employment) and his benefits combined will be $1 more than
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the weekly benefit to which he would be entitled if totally unemployed in
that week.

NOTE.-The  above subsection (3) is open to change by the State. How-
ever, unless larger contributions than a rate of 3 percent are required,
it is suggested that partial benefits should be limitecl  as above provided.
This provision gives only a small advantage in total compensation to the
partially employed person over the totally unemployed person ; but it must
be remembered tha.t the person who is drawing partial benefits is not
thereby exhausting his benefit rights as rapidly as the person who is
drawing total benefits. While it would be desirable to provide more lib-
eral benefits to partially unemployed persons, it must be recognized that
the primary purpose of the fund is to provide protection to employees
who are totally unemployed. Also, it is desirable to avoid large numbers
of small claims for small amounts of partial unemployment because of
the excessive administrative costs which would be involved.

(4) One-to-four ratio of benefits to employment.-The aggregate amount of
benefits an employee may at any time receive shall be limited by the number
of his past weeks of employment against which benefits have not yet been
charged hereunder. Each employee’s benefits shall be thus charged against his
most recent weeks of employment available for this purpose. Each employee
shall receive benefits in the ratio of one-quarter week of total unemployment
benefits (or an equivalent amount, as determined by general commission rules,
of benefits for partial unemployment or for partial and total unemployment
combined) to each week of employment of such employee occurring within the
104 weeks preceding the close of the employee’s most recent week of
employment.

Nom.-This ratio will serve to guard the fund against excessive pay-
ment of benefits to those with only a limited amount of previous employ-
ment to their credit. The ratio may be lowered to 1 to 3 if it is desired
to liberalize this provision, or raised to 1 to 5 if it is desired to make bene-
fit requirements more stringent ; but this would modify the actuarial basis
of this bill to some extent.

(5) ilfnzinl?l?‘rb  u;~clcs of benefit iv2 UH~?/  uenr.-Benefits shall be paid each
employee for the weeks during which he is totally or partially unemployed and
eligible for benefits based on his past weeks of employment ; but not more
than  - weeks of total unemployment benefits (or ‘an equivalent t&al
amount, as determined by commission rules, of benefits for partial unemploy-
ment or for partial and total unemployment combined) shall be paid any em-
ployee for his weeks of unemployment occurrin g within any 52 donsecutive
weeks.

KoTE.--A maximum duration of 16 weeks has been most discussed, based
on estimates of what could have been provided if an unemployment com-
pensation system embodyin,v the standards contained in this bill had been
in operation from 1.922-30 in the United States as a whole during that
period. If a State has had more unemployment than the average for the
United States it would be advisable for such State to provide for a shorter
maximum duration of benefits than I6 weeks. Each State is advised to
consult the “ actuarial memorandum ” accompanying this bill to ascertain
the maximum number of weeks of benefits it can safely provide.

(6) Lump-sum  benefit ol)tio?z.-In  l ieu of  payin,v to an eligible employee in
weekly (or other) installments the maximum amount of benefits to which his
past weeks of employment might entitle him under this act (in case he re-
mained continuously unemployed and eligible), the commission may discharge
the fund’s entire benefit liability to such employee, based on his past weeks of
employment, by paying him a lump sum equalin,m not less than 50 percent or
more than 8 percent of said maximum amount of benefits. But lump-sum pay-
ments shall be thus made only in unusual cases (such as when the employee
has no prospect of securing further employment in the locality, but may secure
employment elsewhere). The commission shall by general rules determine on
what percentage basis and under what unusual coliditions  such lump-sum PaY-
ments shall be made, and each such case shall be subject to specific aPProval
by the commission.

Nom.-This  provision is designed to encourage workers who have no
further prospect of employment in the community (e. g., because of aban-
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donment of a factory or mine) to seek employment elsewhere, rather than
to remain in the community until their benefit rights are exhausted.

(7) Additional benefits (1 to 20 ratio) .-An eligible employee who has re-
ceived the maximum benefits permitted under subsection (5) shall receive
additional benefits in the ratio of 1 week of total unemployment benefit (or its
equivalent) to each unit of 20 aggregate weeks of employment occurring within .
the 260 weeks precedin g the close of the employee’s most recent week of em-
ployment, and against which benefits have not already been charged under this
act. Such additional benefits shall be charged against the employee’s most
recent weeks of employment available for this purpose.

KoTE.-The  above provision is recommended because foreign experience
indicates that a large proportion of employees will draw no benefits for a
number of years. These employees will have an especially valid claim to
the additional benefits provided here, when because of a depression or
technological change they lose their jobs and are unable to find other
work.

SECTION 7. BENEFIT ELIGIDILI’IY  CONDI’MONS

(1) Employment requirement . - A n employee shall be deemed eligible for
benefits for any given week of his unemployment only if he has either (cc)
accumulated 40 weeks of employment subject hereto within the 104 weeks .im-
mediately preceding the date of his application for benefits, or (b) accumulated
26 weeks of employment subject hereto within the 52 weeks immediately pre-
ceding the date of his application for benefits.

Nom.-The above subsection (1) is designed to prevent the payment of
benefits to persons who work only intermittently, spasmodically, or for
brief seasonal periods in insured employment, in order to prevent their
depleting the fund at the expense of the regularly employed worker. The
State may, at its option, modify or even eliminate this provision, but this
would to some extent modify the actuarial basis of this bill.

The following is a possible alternative provision to the above subsection
(1). This substitute would tend to have a rather  similar ef?ect,  in restrict-
ing benefits to workers maliing frequent changes in employment.

(1) Required  probationary period.-An employee shall be deemed eligible
for benefits, based on his employment by a given employer, only after he
has been employed by such employer within any 2 weeks (subsequent to
the first year of contributions under this act or to any later date on which
the employer in question first becomes subject to this act).

(2) Avnilability  and registration for work-An employee shall not be eligible
for benefits in any week of his partial or total unemployment unless in such
week he is physically able to work and available for work, whenever duly
called for work through the employment office. To prove such availability for
\\*ork, every employee partially or totally unemployed shall register for work
and shall file claim for benefits at the employment office, within such time limits
and with such frequency and in such manner (in person or in writing) as
the commission may by general rule prescribe. No employee shall be eligible
for benefits for any week in which he fails without good cause to comply with
such registration and filing requirements. A copy of the commission’s rules
covering such requiremclnts  shall be furnished by it to each employer, who
shall inform his employees of the terms thereof when they become unemployed.

(3) Waiting period.-Benefits shall be payable to an employee only for his
weeks of unemployment occurring subsequent to a “ waiting period ” whose
duration shall in each case be determined as follows. An aggregate of -_____
waiting-period units shall be required of the employee within the 52 weeks
preceding the start of any given week of unemployment.

There shall not be counted toward an employee’s required waiting period or
periods any week of total or partial unemployment in which he is ineligible for
benefits under subsections (2), (4)) (5)) (6), or (7) of this section.

N-.-The Committee on Economic Security takes no position as to
what the length of the waiting periocl should be. The State may specify
a waiting period of 2, 3, or 4 weeks, or any other period it considers suit-
able. It should  be emphasized, however, that a long waiting period will
result in a considerable saving to the fund because of the large :lmount  of
unemployment of 2 or 3 weeks’ duration, and that such saving will
make possible a longer maximum duration of benefits to those unemployed
longer than the waiting period. The “ actuarial memorandum ” :lccom-
panying this bill should be consulted, and the appropriate adjustment
made in the maximum duration of benefits allowed.



*
ECONOMIC SECURITY ACT 601

(4) Durhlg trade dispzbtes.- A n employee shall not be eligible for benefits
for any week in which his total or partial unemployment is directly due to a
labor dispute still in active progress in the establishment in which he is or
was last employed.

(5) Voluntary Zeaz:&g.-An  employee who has left his employment volun-
tarily without good cause connected with such employment shall be ineligible
for benefits for the week in which such leaving occurred and for the 3 next
following weeks ; provided, moreover, that such weeks shall be charged (as
if benefits for total unemployment had been paid therefor) against the em-
ployee’s most recent weeks of employment (by the employer in question)
against which benefits have not previously been charged hereunder.

NOTE.-The  above subsection (5) is considered to be equitable. The
period of disqualification may, of course, be lengthened, or the person
quitting voluntarily without reasonable cause may be entirely disqualified,
if the State so desires.

(6) Discharge f ocr miscovld  uct.-An employee who has been discharged for
provecl  misconduct connected with his employment shall thereby become ineli-
gible for benefits for the week in which such discharge occurred and for not
less than the 3 nor more than the 6 next following weeks, as determined
by the commission in each individual case; provided, moreover, that the ineligi-
ble weeks thus determined shall be charged (as if benefits for total unem-
ployment had been paid therefor) against the employee’s most recent weeks of
employment (by the discharging employer) against which benefits have not
previously been charged hereuncler, ancl shall also be counted aga:nst  his
maximum weeks of benefit per year.

Nom.-The above provision leaves desirable flexibility, so that the
penalty  can be varied to suit the circumstances of each individual case.

The following is a more rigid (alternative) provision :
(6) Discharge for nl iscondzcct.- An employee who has been discharged

for proved  misconduct connected with *his employment shall thereby be-
come ineligible for any further benefits based on his past weeks of em-
ployment by the discharging employer, and also inelig’ble for benefits
(based on other employment) for the week in which such discharge oc-
curred and for the 3 next following weeks; provided, moreover, that
such weeks shall he counted (as if benefits for total unemployment had been
paid therefor) against the employee’s maximum weeks of benefit per year.

(7) Refzcsctl o f  switalde empZoyT?te?lt.-If an otherwise eligible employee
fails, without goocl cause, either to apply for su’table  employment when notifled
by the employment office, or to accept suitable employment when offered him,
he shall thereby become ineligible for benefits for the week in which such failure
occurred and for the 3 next following weeks ; provided, moreover, that such
weeks shall be charged (as if benefits for total unemployment had been paid
the--ei’or) against the employee’s most recent weeks of employment against
which benefits have not previously been charged hereunder, and shall also be
counted against h’s maximum weeks of benefit  per year,

“ Suitable employment ” shall mean any employment for which the em-
ployee in question is reasonably fitted, which is located within a reasonable
distance of his residence or lilst employment, and which is not detrimental to
his health, safety, or morals. No employment shall be deemed sti’table, and
benefits shall not be denied under this act to any otherwise eligible employee
for refusing to accept new work, under any of the following conditions : ( CI)  If
the position offerecl  is vacant clue directly to a strike, lockout, or other labor
dispute ; (7~) if the wages, hours, and other conditions of the work offered are
less favorable to the employee than those prevailing for similar work in the
local: ty ; (G)  if acceptance of such employment would either require the em-
ployee to join a company union or would interfere with his joining or retaining
membership in any bona fide labor organization.

NoTe.-The above definition of “ suitable employment ” is required in the
Fecleral  bill, and the wording of the entire last sentence should not be
alterecl.

( Op ti0naZ provision)

(8) Employees barred front benefits by wage disquaZifiation.-An  employee
shall not be eligible for any benefits whatever based on his past weeks of
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employment by a given employer, if he loses his employm’ent with such
employer a’fter  bein,m regularly employed by him (for at least 20 out bf the
last 24 calendar months) on a minimum salary basis (payable and paid, for
each of such 20 months, whether or not the employer had wage-earning work
available for the employee) amounting to at least $ - per month.

N O T E.-No State is required to include in its law the above subsection
(8). Any denial of benefits to an employee, because his wages have been
relatively high, is very complicated to administer, and apt to be inequitable
in many cases.

The $15 weekly benefit maximum mill in itself result in higher-paid
workers receiving in benefits a relatively lower percentage of their full-time
weekly wages.

If some wage-disqualification is to be used, it should not be based ‘on
mere hourly or weekly wage rates but rather on annual (salary) earning.

Hence, the above subsection is set forth (as the best provision of this
type), without being recommended.

SECTION S. SETTLEMENT OF BEKEF'IT CLAIMS

NOTE ON HANDLIKG czaInrs.---The  following section has the great advant-
age of leavin,0 the appeal arrangements flexible, so that they can be set
up (and changed) by the administrative authority after further study and
experience, without the necessity of legislative amendments.

(1) FL%ng.---Benefit  claims shall be filed at the employment office, pursuant
to general commission rules.

(2) Initial &eterminat~iofz.- A deputy designated by the comtiission  shall
promptly determine whether or not the claim is valid, and the amount of
benefits apparently payable thereunder, and shall duly notify the employee and
his most recent employer of such decision. Benefits shall be paid or denied
accordingly, unless either party requests a hearing within 5 calendar days
after such notification was delivered to him or was mailed to his last known
address.

(3)  AppeaEs.- Unless such request for a hearin,e is withdrawn, the claim
thus disputed shall be promptly decided, after affording both parties reasonable
opportunity to be heard, by such appeal tribunal as the commission may
designate or establish for this purpose. The parties shall be duly notified of
such tribunal’s decision, which shall be deemed a final decision by the com-
mission except in cases where the commission acts on its own motion or,
pursuant to general rules, permits the parties to initiate further appeal or
review.

(4) Appeal tribzcnnls.- To hear and decide disputed claims, ‘the commission
may establish one or more appeal tribunals consisting in each case of 1
full-time salaried examiner (or commissioner) n-ho shall serve as chairman,
and of 2 other members, namely an employer or representative of employers
and an employee or representative of employees, who shall each be paid a fee
of not more than $10 per day of active service on such tribunal (plus necessary
expenses) and shall serve until replaced by the commission, except that no
person shall hear any case in which he is a directly interested party. The
chairman of such appeal tribunal may act for it at any session in the absence
of one or both other members, provided they have had due notice of such
session.

,

(5) Procedure.-The manner in which claims  shall be presented, the reports
thereon required from the employee and from employers,  and the conduct of
hearings and appeals shall be governed b37 general commission rules (whether
or not, they conform to common law or statutory rules of evidence and other
technical rules of procedure) for determining the rights of the parties. A
full and complete record shall be kept of all proceedings in connection with
a disputed claim. All testimony at any hearing shall be taken down by a
stenographer, but need not be transcribed unless the disputed claim is further
appealed.

( 6 )  ~omrnission  review.-The commission shall have the power to remove
or transfer the proceedings on any claim pending before a deputy, appeal
tribunal, or commissioner ; and may on its 0~11 motion (within IO days after
the date of any decision by a deputy, appeal tribunal, commissioner, or by the
commission as a body) affirm, reverse, change, or set aside any such decision,
on the basis of the evidence previously submitted in such case, or direct the
taking of additional testimony.
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(7 j Appeal to courts .-Except as thus provided, any decision (unless al),-
pealed pursuant to general commission rules) shall, IO days after the date of
such clecision,  become the final decision of the commission, am7 all findings of
fact made therein shall (in the absence of fraud) be conclusive ; and such
decision shall then be subject to judicial review solely on questions of law.
Such juclicial review shall be barreci  unless the plaintiff party has used and
exhausted the remedies providecl hereunder and has commencect  judicial action
(with notice to the commission) within IO clays after a decision hereunder has
become the final decision of the comnlission  in the disputed case.

(8) Oatlzs alzd  uitrzcsses.- In the discharge of their duties under this section
any deputy, any member of an appeal tribunal, and any examiner, comnli+
dioller, or duly authorized representative of the conlmission  shall have power
to administer oaths to persons appearin,m before them, take depositions, certify
to off:ciul  acts, and by suhpenas (served in tile nlanner  in which court sub-
penas are served) to compel attendance of witnesses and the production of
books, papers, documents, anc7 records necessary- OL’ convenient to be used by
them in connection with any disputed claim. Witness fees and other expenses
involved in proceedings under this section shall be paid to the extent necessary,
at rates specified by general conmlission  rules, from the unemployment aclmin-
istration funcl.

SECTIOX 9. COURT REYU!X

(Xot clral’tecl because of clifference in State  courts. etc.)

Each State should draft a section consistent with its judicial structure ancl
procedure. This section should specify : (I) Type of legal action, (2) the
court or courts to be used, (3) transmission by the commission of the record
in the case, (4) assessment of court costs, etc.

Some States have, under their accident compensation laws, found it desirable
to have a single court handle all such cases, thereby developing a tribunal
with specialized knowledge and experience in this field. Such procedure might
well be followecl.  in the new field of unemployment compensation.

Note or1 Administratim Orgcnixation. (Powiblt- types) .-The work involved
in the administration of a State uncmployn:ent compensation law will be very
considerable.

The administrative expenses (including the operation of public employment
offices), judging by experience abroad, will be at least 10 percent of the annual
contributions. For each million of population, if the State’s employment and
wage rates are about the average of the entire country, unemployment com-
pensation contributions (at 3 percent) would average about $3,500,000  annually
under existin g conditions, and the administrative expenses (at IO percent)
woulc7 be about $3SO,OUO  annually (per million of population) after benefits
start. (Federal grants will cover most of these administration costs, provided
the State administration complies with Federal standards.)

Hence, many States will desire to create a new full-time commission, suitable
for dealing with the many new accounting, legal, ancl administrative problems.
This bill embodies the organization of such a commission (see sec. 10, below),
briefly as follows :

1. Aclministration  by a new salaried commission of three members, which
will determine the policies, adopt necessary rules and regulations. act as the
board of review for appealed cases, and have general supervision of the routine
acTministration  through a director or a secretary.

However, some States, in the light of their present administrative organizn-
tion or because of a smaller volume of work, may wish to consider the following
alternative plans of organization :

2. Administration uncler the present labor department, but with a new divi-
sion heacled by an executive director in direct charge of administering the
unemployment compensation act and the employment offices. If this is done.
a part-time or full-time commission to help in formulating general policies and
to review appealecl benefit cases is desirable.

3. A new part-time (per diem) board, with a salariecl  executive director.
Such a part-time board would review appealecl benefit cases, have jnriscliction
over general policies, pass upon rules and regulations, and be responsible for
the administration, selecting the director who would be subject to the board.
(Such a part-time board shoalcl be used in smaller States.)

4. Administration by a single new commissioner, with a part-time (pel
diem) board appointclci b;G him. Such a part-time board might well review
appealed benefit cases. and would advise the commissioner on general policies,
(Such part-time boarcl should be used only in smaller States.)

116307-35--39



604 ECONOMIC SECURITY ACT

SECTTON 10. USEMPLUYJIENT COMPENSATION COMMISSION

(1) Orgawiantion.--“lhere is hereby created a commission of three members,
to be known as the unemployment-compensation commission of---------------,

(State)
The members of the commission shall be appointed by the Governor within
90 days after the passage of this act. The commissioners thus appointed shall
serve, as designated by the Governor at the time of appointment, 1 for a term
of 2 years, 1 for a term of 4 years, and 1 for a term of 6 years. At the expi-
ration of such initial terms appointments shall be made for a term of 6 years
in each case.
in question.

Any appointment to a vacancy shall be for the unexpired term
No commissioner shall, durin g his term of office, engage in any

other business, vocation, or employment, or serve as an officer or committee
member of any political party organization.
after public hearing,

The Governor may at any time,
remove any commissioner for gross inefficiency, neglect of

duty, malfeasance, misfeasance, or nonfeasance in offire.
(2) X2 laries.- E a c h commissioner shall be paid a fixed monthly salary, at

the rate of------thousand  dollars per year of service, from the unemploy-
ment administration fund.

NOTE .-To secure persons with ability, training, and experience reason-
ably equal to their new and difficult task, the State should expect to pay
each commissioner approximately $2,000 per million of State population,
but not less than $4,000 in any event.

( 3 ) Quo n&on.
business.

-Any two commissioners shall constitute a quorum to transact

to
NO vacancy shall impair the right of the remaining commissioners

exercise all of the powers of the commission, so long as a majority re-
main. The commission shall determine its own organization and methods of
procedure.

(1) Dzdies and powers of commission.-It shall be the duty of the commis.
sion t0 administer this act; and it shall have power and authority  to adopt
and enforce all reasonable rules and orders necessary or suitable to that end,
and to emploY any person, make any expenditures, require any reports, and
take any other action (within its means and consistent with the provisions
of this act) necessary or suitable to that encl. Annually, by the 1st day of
February, the commission shall submit to the Governor a summary report
covering the administration and operation of this act during the preceding
calendar year and making such recommendations as the commission deems
proper. Whenever the commission believes that a change in contribution
and/or benefit rates will become necessary to protect the solvency of the fund
it shall at once inform the Governor and the legislature thereof and make
recommendations accordingly.

(2) General commission r&es.-General rules, interpreting or applying this
act and affecting all (or classes of) employers, eniployees, or other persons
oi- agencies shall be adopted by the commission only after discussion with a
representative State-wide advisory council (constituted as hereinafter de-
scribed ) or after public hearing (before the commission) of which notice has
been given through the press. Such general commission rules shall, upon
adoption by a majority of the commission, be duly recorded in its minutes and
be fried with the Secretary of State and shall thereupon take legal effect.
Such rules may be amended in the same manner as is above provided for their
adoption.

(3)  PtcMication. - T h e commission shall cause to, be printed in proper form
for distribution to the public the text of this act, the commission’s general
rules, its annual report to the Governor, and any other material the commis-
sion deems relevant and suitable, and shall furnish the same to any person upon
application therefor ; and such printing and availability upon application shall
be deemed a sufficient publication of the same.

(4) Personnel.-The commission is authorized, within its means, to asppoint
and fix the compensation of such officers,  aCcOUntalltS,  attorneys, experts, and
other persons as are necessary, in the execution of its functions. All positions
in the administration of this act shall be filled by persons s3ected and appointed
on a nonpartisan merit basis, under rules and regulations of the commission.
The commission shall not employ or pay any person who is serving as an officer
or committee member of any political party organization. The commission
shall fix the duties and powers  of all persons thus enlplOJ-ed  and may authorize
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any such person to do any act or acts which could lawfully be clone by a com-
missioner. The commission may, in its discretion, bond any pzrson handling.

NOTE.-A nonpartisan merit basis must be used to secure any Federal,
money for administrative costs.

(5) Advisorz~  councils.-The commission shall appoint a State-wide advisory
council and local advisory councils, composed in each case of equal numbers
of employer representatives and employee representatives (namely of persons
who may fairly be regarded as thus representative because of their vocation,
employment, or affiliations), and of such members representifig  the public gen-
erally as the commission may designate. Such councils shall aid the commis-
sion in formulating policies and discussing problems related to the adminis-
tration of this act and in assuring impartiality, neutrality, and freedom from
political influence in the solution of such problems. Such advisory councils
shall serve without compensation, but shall be reimbursed for any necessary
expenses.

(6) Employment stabilixatiio%- I t shall be one of the purposes of this act
to promote the regularization of employment in enterprises, localities, industries,
and the State. The commission, with the advice and aid of its advisory
councils, shall take all appropriate steps within its means to reduce and
prevent unemployment ; to encourage and assist in the adoption of practical
methods of vocational training, retraining, and vocational guidance; to investi-
gate, recommend, advise, and assist in the establishment and operation, by
municipalities, counties, and school districts, and the State, of reserves for
public works to be used in times of business depression and unemployment ;
to promote the reemployment of unemployed workers throughout ’ the State
in every other way that may be feasible; and to these ends to employ experts
and to carry on and publish the results of investigations and research stuclies.

(‘i) Records aml reports.-Every employer (of any person in this State)
shall keep true and accurate employment records of all persons employed by
him, and of the weekly hours worked for him by each, and of the weekly
wages paid him to each such person. Such recorcls shall be open to inspection
by the commission or its authorized representatives at any rensonable time
and as often as may be necessary. The commission may require from any
employer (of any person in this State) any reports acorering  persons employed
by him, on employment, wages, hours, . unemployment, and related matters,
which the commission ‘deems necessary to the effective administration of this
act. Information thus obtained shall not be published or be open to public
inspection in any manner revealing the employer’s liability, and any commission
employee guilty of violating this provision shall be subject to the penalties
provided in this act.

(8) Representation in cowt.- O n request of the commission the attorney
general shall represent the commission and the State in any court action
relating to this act or to its administration and enforcement, except as special
counsel may be designated by the commission with the approval of the Governor
and except as otherwise provided in this act.

( 9 )  State-B’edcral cooperatio/n.-The commission is hereby authorized and
directed to cooperate in all necessary respects with the appropriate agencies
and departments of the Federal Government in the administration of this
act and of free public employment offices ; and to make all reports thereon
requested by any directly interested Federal agency or department ; and to
accept any sums allotted or apportioned to the State for such administration,
and to comply with all reasonable Federal regulations governing the espendi-
tures of such sums.

(IO) Ernplo~ment  ofkes.- The commission shall establish and maintain such
free public employment offices, includin g such branch offices, as may be neces-
sary for the proper administration of this act. The commission shall  maintain
a division for this purpose. The existing free public employment ofices of the
State (if any) shall be transferred to the jurisdiction of such division ; :;ncl
upon such transfer all duties and powers conferred by law upon any other
department, agency, or officer relating to the establishment, maintenance, and
operation of free public employment ofices  shall be vested in such division.
All moneys  thereafter made available by or re’ceived by the State for the State
employment service shall be paid to (and expencled from) the unemployment
administration fund, and a special “ employment service account ” shall be
maintained for this purpose as a part of said fund.
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( 1) ‘FOrm trl accef,tclncc.--‘l’~le State IIcrebJ- accellts  tlte pr’oviP;ions of the
IV~~~y~~e~-L’e~-s~r  Act, approved June 6, X33:3 (43 Stat. 3 13, U. S. C., title z?!),
&.%I (c) ) , ‘. ,411 act to pr(.)vide  for the cstal3lisllment  I;? il nation:!1  cniplo.)‘merit
SYStem  arid :‘ol’ coo~~erution  with tilt2  States in the p;‘omotion  of such system,
ancl for othet~  purposes “, in conformit,\- with section 4 thereof, and will 0bser~
allcl COmyly with the requirements of said act of C’ongress.

( 2 )  state em1  plopM?nt sereice .-There is ilereby created, under the Unem-
ployment COmpensa  tinn C%mmission, a division to be known as the “------
State Employment  Service “, which shall be affiliated with the United States
Employment Service. The said division is hereby designated and constituted
the agf?nts of this State for the purposes of the Wagner-Peyser Act. The ski1
division shall be a.tlministered  by a full-time salaried director, who is hereby
given full power to cooperate with all authorities of the Unitecl States having
powers or duties under the said act of Congress and to do and perform all
things necess:lry to secure to this State the benefits of the s;lid act of Congress
in the promotion and maintenance of a system of pllblic employment offices.

( 3 )  B%zarlw-,!{/.--All ntoneys made available by or received by this State
under said act of Congress shall be paid into a special “ employment service
rlccoutlt  ” in tile unetnployment administration fund, and said moneys are
hereby appropriated and Inude available to the ‘.---- State Employment
Service ” to be expencled as provided by this act and by said act of Congress.

XoTE.----The  Federal economic security measure requires that the State
accept the provisions of the Wagner-Peyser Act, for the establishment
of an .effective system of public employment offkes.

The above section can be used for this purpose, and can properly be
included io this bill even where the State has already accepted the Wagner-
Peyser  Act.

.

This bill palaces the State employment service under the commission ud-
ministering the unemployment compensation law, as is proper ancl vir-
tually necessary for the effective operation of both the service and the law.

EIo~cvcr, in case a given State does not jvish to place its State employ-
ment service under the Unemployment Compensation Commission, then
the above section should be omitted or modified, and subsection (10) of
section 11 should also be moclified. The governor or the State’s labor
tlepartment  shoulcl in that case secure advice from the United States Ent-
ploJ-ment Service, Department of Labor, Washington, D. C., on the pro-
cedure and changes in this bill which would in that case become necessary.

SECTIOS 13. RECIPROCAL BENEFIT ARRANGEMENTS WITH OTHEEi STATES

The commission is hereby authorized, subject to approval by the governor,
20 enter into reciprocal arrangements with the proper authorities, in the case
of any other unemployment compenastion system established by any State law
or by an act of Congress, as to persons who have (after acquiring rights to
‘Ijenefits  under this act or under such other system) newly come under this act
or uncler such other system, w1lcreb.v  such benefits (or substantia’lly  equivalent
benefits) shall be paid (or both paid and financed) in whole or in part through
(or by) the fund of the unemployment compensation system newly applicable
to such person. Such reciprocal arrangements shall be adopted and published
,l)p the commission in the same manner as its general rules.

NOTE.-The above section is designed to make possible reciprocal arrange-
ments whereby an employee will not lose his benefit rights if he moves
from one State to the other, or from employment covered by a direct act
of Congress. The wording should not be altered.

SECTION 14. PROTECTION OF RIGHTS AND BEKEFITS

t(1) Waker of ??ghts  void .-No agreement by an employee to waive his right
*Lo ibenefit  or any other right under this act shall be valid. No agreement bp
~1 employee or by employees to pay all or any portion of the contributions
.required under this act from employers shall  be valid. No employer shall
slake or require any deduction from wages to finance the contributions requiretl
,0f him, or require any waiver by an employee of any right hercuncler. AllV
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employee cl aimin g a violation of this section may have recourse to the method
set up in this act for deciding benefit claims ; and the commission shall have
power to take any steps necessary or suitable to correct and prosecute any
such viola tioil.

(2) Limitation of fees.-No employee shall be charged fees of anJ- kind !I!
the commission or its representatives, in any proceeding under this act. Any
employee claimin,m benefits in any proceeding or court action may be repre-
sented by counsel or other duly authorized agent; but no such counsel or
agents shall together charge or receive for such services more than 10 yer-
cent of the nlaximum benefits at issue in such proceeding or court action.

(3)  NO assignnwnt or ynrwishmerzt  of  Zwnefits.-Benetits  lvhich are due oi*
may become due under this act shall not be assignable before payment, but this.
provision shall not affect the survival thereof ; ancl when awarded, adjudged,
cw paid shall be exempt from all claims of creditors, and from le-b-17, esecutioil,
and attachment or other remedy now or hereafter provided for recovery OL-
collection of debt, which exemption may not be waived.

SEC'I'ION 15. COLLECTIOR' OF CONTRIRUTIOSS

(1) Interest  on tardy payments.-I f any employer fails to make promptly,
by the date it becomes due hereunder, any payment required to be macle by
him under this act, he shall be additionally liable (to the unemployment admin-
istration fund) for interest on such payment at the rate of 1 percent per
n:onth from the date such payment became due until paid, pursuant to general
commission rules.

(2) L’unkrup tcp.-In the event of an employer’s dissolution, bankruprc3.,
adjudicated insolvency, receivership, assignment for benefit of creditors, judi-
cially confirmed extension proposal or composition, or any analogous situation,
contribution payments then or thereafter due under this act shall have the
greatest priority (subsequent to taxes, but at least equal to wage claim’s) then,
permitted by law ; but this subsection shall not impair the lien of any judgment;
entered upon any award.

(3 ) Court action.- Upon complaint of the commission, the attorney-general
shall institute and prosecute the necessary actions or proceedings for thz
recovery of any contributions or other payments due hereunder : or, at his
request and under his direction, the prosecuting attorney (of any county in
which the employer has a place of business) shall institute and prosecute the
necessary actions or proceedings for the recovery of any contributions or
other payments due hereunder.

SECTION 16. PENXL!MES

(1) Whoever willfully makes a false statement or representation to obtain or
increase any benefit or other payment under this act, either for himself or for
any other person, shall upon conviction be punished by a fine of not less than
$20 nor more than $50, or by imprisonment in the county jail not longer than
30 days, or by both such fine and imprisonment; and each such false statement
or representation shall constitute a separate and distinct offense.

(2) Any employer (of any persou  in this State) or his agent, who willfully
makes a false statement or representation to avoid becoming or remaining sub-
ject hereto or to avoid or reduce any contribution or other payment required of
such employer under this act, or who willfully fails or refuses to make any
such contribution or other payment or to furnish any reports clnl~- required
hereunder or to appear or testify or produce records as lawfully required here-
under, or who makes or requires any deduction from wages to pay all or any
portion of the contributions required from employers, or who tries to induce
any employee to waive any right under this act, shall upon conviction be pun-
ished b.y a fine of not less than $20 nor more than $200, or br impl*isonment in
the county jail not longer than 60 days, or by both such fine and imprisonment;
and each such false statement or representation, and each clay of such failure or
refusal, and each such deduction from wages, and each such attempt to induce
shall constitute a separate and distinct offense. If the employer in question
is a corporation, the president, the secretary, and the treasurer, or officers
exercising corresponding functions, shall each be subject to the aforesaid
penalties.
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(3) Any violation, of any provision of this act, for which a penalty is neither
prescribed above nor provided by any other applicable statute, shall be punished
by a fine of not less than $20 nor more than $50, or by imprisonment in the
county jail not longer than 30 days, or by both such fine and imprisonment.

(4) On complaint of the commission the fines specified or provided in this
section may be collected by the State in an action for debt. All fines thus
collected shall be paid to the unemployment administration fund.

SECTION 17. UNEMPLOYMENT ADMINISTRATION FUND

(1) Special fund.- T h e r e is hereby created the “ unemployment compensa-
tion administration fund “, to consist of all moneys received by the State or
.by the commission for the administration of this act. This special fund shall
be handled by the State treasurer as other State moneys are handled; but it
shall be expended solely for the purposes herein specified, and its balances
shall not lapse at any time but shall remain continuously available to the com-
mission for expenditure consistent herewith.

(2) Federal nrids. -All Federal moneys allotted or apportioned to the State
by the Federal Social  Insurance Board (or other agency) for the administra-
tion of this act shall be paid into the unemployment administration fund.

(3) Employment service account.-A special “ employment service account ‘*
shall be maintained as a part of said fund.

SEOTION 1s. APPROPRIATI3NS

(I) All moneys in the unemployment administration fund at any time are
hereby appropriated to the unemployment compensation commission, including
its employment service division.

(2) There is hereby appropriated to the employment service account of the
unemployment administration fund, from any money in the State treasury not
otherwise appropriated, on July 1, 1935, and annually thereafter on the 1st
day of July, the sum of $ ____--_-__.6

SECTION 19. SAVING CLXUSE

The legislature reserves the right to amend or repeal all or any part of this
act at any time; and there shall be no vested private right of any kind against
such amendment or repeal.

XOTE.-This provision is required by the Federal bill as a condition for
the allowance of credits against the Federal pay-roll tax.

SECYTION 20. SEPARABILITY OF PROVISIONS

If any provision of this act, or the application thereof to any person or
circumstance, is held invalid, the remainder of the act and the application of
such provision to other persons or circumstances shall not be affected therebs’

SECTION 21. EFFECTIVE DATE

This act shall take effect upon passage.
NOT&-This  section should be modified where necessary to conform with

the State’s regular requirements for official publication (etc.) prior to the
taking effect of its State laws.

No!r!IL-Any State which desires to do so may of course modify the foregoing
bill (which now provides for a completely pooled fund), to permit certain
employers (or groups) to maintain within the fund :

(1) Separate “ employer accounts ” for benefits ; and/or

5 This sum should be about 3 cents per capita of the State’s population. (Thus a State
of 1 .OOO,(?OO  inhabitants should make an appropriation of at least $30,000.) This should
insure the State’s receiving its full share of the Federal money now available from the
United States IEmployment  Service under the Wagner-Yeyser  Act. Any State may secure
more exact information on the Federal “ matching ” requirements from the United State.;
Employment Service, Washington, D. C.

Such an appropriation will be relatively small, as compared to the total cost of the
State’s employment service, in view of its enlarged functions under this act. (The bu!k
of the cost Q-ill be financed from Federal money, raised largely from employers subject to
the Federal pay-roll tax and the State unemployment compensation law. plr’ot only such
employers will benefit by an effective State-wide employment service, but also the entlre
community.) Hence it is essential that the State (from general tax funds) appropriate
at least the suggested small fraction of the total cost of its employment service.
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(2) Separate “ guaranteed employment accounts.”
The Federal economic security measure includes certain standards which

would apply to any such account permitted under a State law. (The State law
could, however, provide additional standards.) An optional provision for em-
ployer reserve accounts follows herewith. An optional provision, for insertion
if desired, in the foregoing “ pooled “ bill, to permit a guaranteed employment
account will be found at pages 629-632.

Optionul  provision for employer reserve  accounts

NmEs.--Any  State which desires to do so may include the following
optional provisions :

This provision would permit certain employers, at the discretion of the
administrative agency, to establish special reserve accounts, within the
State unemployment insurance trust fund.

The Federal economic security measure includes certain standards which
would apply to any ouch account permitted under a State law. (The State
law could, however, provide additional standards.)

If the following section is inserted in the model State bill, it should be
numbered “ section 18 ” and the present sections 19, 20, and 21 should be
renumbered accordingly.

As noted below, it will also be necessary to add brief provisions to sec-
tions 4 and 5 of the model bill, to cover such employer reserve accounts,
and the required minimum contributions by such employers to the pooled
fund.

SECmON  -. EMPLOYE1R;  RESE;ECVE  ACCOUNTS

(1) Permission to establish .-Subject  to the requirements of this act, the
Commission may permit any employer to establish within the fund a special
employer reserve account covering all the employer’s employees (except those,
if any, covered under this act by a guaranteed employment plan). As a condi-
tion of permitting and maintaining within the fund such a reserve account,
the commission shall require that the employer furnish such security or such
other assurance that his employees will receive full benefits without drawing
on the fund’s pooled account as the commission deems reasonable.6  Whenever
two or more employers file an application to maintain a joint (group) reserve
account in the fund, as if they constituted a single employer, the cOrnmission
may permit and maintain such a joint account (as if it lvere a single employer’s
reserve account), subject to the conditions herein set forth and to any supple-
mentary general rules the commission may prescribe for the conduct and disso-
lution of joint accounts.

NoTm.-This  section is required by the proposed Federal act.
(2) Crediting of payments.-There shall be credited to an employer’s reserve

account all amounts paid to the fund by the employer, excepting his required
contributions to the fund’s “ pooled accounts.” In determining the year’s record
or status of an employer’s reserve account (as of December 31))  benefits shall
be charged against it on the date when paid, and the employer’s contributions
(and any additional voluntary payments) payable  for the year shall be credited
if paid no later than February 1: of the succeeding year.l Any employer may
at any time make voluntary payments (additional to the contributions required
under this act) to his reserve account in the fund, pursuant to general com-
mision rules.

(3) Benefit P’eqzGrements.-Benefits  shall be payable from an employer’s
reserve account t0 each of his employees under the same conditions, and at no
lower rates and for no shorter periods, than apply under this act to benefits
payable to other employees from the fund’s pooled account. The Commission
may adopt any general rules it finds necessary to that end. An employer’s
reserve account shall, unless exhausted, pay in full to his eligible employees
all their benefits duly chargeable under this act against their weeks of
employment by such employer. If his reserve account is exhausted, such bene-
fits shall be paid either by the employer directly or by the commission from

e Amendments are under consideration to allow the States either to require or not to
require the guarantee of benefits in addition to the maintenance of a specified percentage
of pay roll in reserve.
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the proceeds of any separate security dul,v enwloyer u~kl
this section. If such benefits cannot thus be paid in full, the balance thereof
shall be paid from the fund’s ponlecl account.

(4) Co~lt?*Zhzctio?~  rccr~lir.e~uzelzts.--Tl~c total contribution rate req~:iiwl of each
employer shall (after he has contributed fur at least 3 peaw) be based directly
on the contribution and benefit  eslwrience of his reserve account in the fund,

.

and shall be determined by the eommi?;sion  for each calcrldrtr  JYY~~, at  its
beginning,  pursuant to all the follo\ving  wnditioW :

(a) If the benefits payable  from :\n enllrloyer’s  reserve ~UXOUI~~ \WIlin  an:-
caientlar  J-ear are greater than his contril)utions  to such account for SUcdI1  )-Win,
his contribution rate for the nest caltwdar  year shall be increased liy 1 percent
of his pay roll, unless his reserve account tllen eqwls at Icast -’ lwcent 01
his pay roll for the 1ilSt completed calendar year, c)r shall be increawtl to t h e
standard rate of contributions, whic:hcver is higher.

(b) No employer’s contril,ution  rate shall  be less than the StXlldi\l'Cl  rate Of
contribution unless he has benefit experience throughout the most recently
cwnpletecl cnlentlnr ~-ear. without tlw Iwncfits pa)-able from his reww account
within such year being sc:&tl  down or paid by the r’und’s  poo,letl :\cwunt,  and
unless his reserve account at the start  cbf t-ire  calendar year C?c?UiliS  :kt least
- * times the largest amount of lwltefits paid from auc*h account I\-ithin an3
one of the - ** most recently coml)leted  calendar years.

Nom-Opt~ional  jwovision:
* “ Fiz;e ” is suggestCc1 at this  point. although this  figure is not specified

by the Federal measure as introduced.
** *i rJ’j)r.ec  97 is suggested at this second point.

specifietl by the Fed&al measure as introduced.
although this figure is not

(c) If an employer’s reserve account at the stal*t of the given calentlar  )-ear
tlquals at least -* percent of his pay roll for the preceding calendar year, his
total contribution rate shall be retluced to -:b’g percent of his pay roll through-
out the given calendar year.

lG\;uT’E.---This ,cectlo~, is rcqllirt~d bit tlrc l,r~3j)o.~t~cl  l{‘~tZet*fli  act. whicl1 sDeci-
fies as minimum requirenlentb :

+ 15 percent.
** I percent.
These figures are subject to fjscal itction by Congress. Amendments to

lower them are under consideration. If adopted, a provision along the
following line would be appropriate :

(Not now pcwnitt& unOer the Federal bill \

(13)  If an employer’s reserve account at the start of the give11  calendar year
equals at least 10 percent of his pas roll for the preceding wlenclar  year7 his
total contribution rate shall be reduced to 11/2 percent on his ljiay  roll through-
out the given calendar year ; and if llis account thus equals at least  15 percent
of such preceding pay roll, his total contribution rate shall be retlucecl to on+
half of 1 percent on his pay roll throughout the given calendar yeaI*.

(5) Tcrwinatiou  of accowrl;.-If an)- eml~lo~t.=i’ maintaining a rwzve awoulit
hereunder fails to comply with the al)plicable requirements of this act, or ter-
minates such reserve account \rith the comliGs:sion’s  consent, OI’ h:is for all).
reason ceasecl to be subjwt to this act? the commission Shill trs~nsf’c:r  i3llCl
credit to the funcl’s l~ooled acwunt a))~-  ba1a:lc.e  thpn rema.illin;g in well e m -
ployer’s reserve account (except as tile wnunis.‘;jw  inay a!JpOl’t  ioil to ans sue
(!essor employer’s reserve account all or part of the assets and benefit liabilities
in question) ; and in such case all further contributions from such cnll)lo~*er
shall be paid to said pooled account, and all further benefits to his cn)lAoyee.;;
shall (with the above exception) be paid 1Jooled account.

(6) illloca  tion of contviblttions b!/  ewylo]jees.--The  foregoing requirements
ancl criteria, on contribution and benefit paynl’ents  by rin ernl)loyer having a
reserve account, apply to contributions in:~cle  lay such employer on his own be-
?lalf, and to the benefits to be financed by such contributions, as clistinguished
from aclditional contributions made by employees and additional benefits paid
to employees out of their own contributions. In case any contributions or
other payments are made for benefit purposes by the employees of such
employer, the commission is authorizecl and clirectecl to assure by any suitable

7 Optional provision : The Federal measure 85 introduced does not require this pro-
vision or specify any figure bnt 10 percent is hcrc suggested.
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general rules that the employer shall at all times pay benefits out of his own
contributions at least equal to those provided by this act, and any contributions
by employees shall be used solely to provide additional benefits to those provided
by this act.

NW.-The  above provision should be included, whether or not employee
contributions are required by the bill. It should be noted that employee
contributions create complications if employer reserve accounts are allowed,
tlue to the fact that the accounts must be kept in such fashion  that the net
amount remaining to the credit of an inc?ividual  employee (taking into
corkcicration both the payments he 1~s n~cle ancl the benefits he has
received) is always cleterminz~ble.

(5) E~ylo@r*  r.ese/‘ve  ucwx~t~ts,  mit7l ill t71e  flcrlt!.-The fund shall be mingled
witi uiiclividecl, except as separate *. reserve accounts ” ( including guuranteecl-
employn~ent accounts, if any) are kept therein uncler provisions of this act
1)ermitting  certain employers to maintain such :li:counts within the funcl.

The entire balance of the fund (esclusis-e of’ ;;uch reserve accounts) shall
constitute the ” pooled account ” CJL'  the fun& to which shall be credited or
chargccl  ali PiISUlWtS  to and from the fund except as this act specifies other-
Wse.

Insert at the, close of c=ectioii  .5. rektiiig  to contributions :
t .) Co~!rib~tioiz  rutes, for emp!oyet*.s  l!t~rirlfl rescrce nccou)lts.--Each  eni-

yloyer for whom a reserve account (and/or bc’ui~~iLI~teecl-eml,loyment  account,
if any) is maintained pursuant to this act ~1~11 for each calendar year make
such tot:11  contributions to the fund as are then required of him under the al)-
pli~ablc provisions of thi6 act. Of such total contributions, an amount equaling
- ’ per centum of the employer‘s l):\y roll shall  regularly be credited to the
fund’s ‘* pooled account.” The balance of the employer’s payments to the fund
shall be duly allocatecl  and credited ( its may be proper in e~ll case) to his
reserve :lccount  ( or gll~traxltc~ll-~xi~i)l(~~rue~lt  aclcount. i f  any).

D1xi.24~~ 0~ A EXGGE~TED ,QI,TI~RXATI~E
PESSATIOK’  k\CT  SO. 2

STATE UNEMPLOYNEXT CON-

(With employer “ reserve ” accounts and partial pooling)

The Federal security measure permits employers to credit (against the Fed-
eral pay-roll tax) their contributions under any State unemployment compen-
sation law which meets certain minimum Federal standards.

Each State which passes such a law promptly will be able to set up a State
unemployment compensation fund, thus usin g for State purposes that money
which would otherwise be paid into the Federal Treasury by the State’s
employers.

To assist each State in enacting a suitable law, assuring its employers of the
Fecleral tax credit, the President’s Committee on Economic Security has had
two model State bills prepared, after months of study and discussion.

These bills are carefully clrafted to meet all the requirements of the Federal
measure, including: (a) Standards for granting tax credits to employers ;
and (b) standards for grantin,v Federal money to pay the administrative costs
of such State laws.

The attached moclel bill  is of the “ reserves ” type. Uncler this type of
bill. part o:f the total contributions paid into the State fund will be pooled ;
but the major part of each employer’s contributions will be segregated (within
the fund) into sCl)arate employtlr acclountsi, and i;enefits \vill be paid from ati
employer’s account only to his own eligible employees. After several years of
c:clntributic.)ns 2nci bellefit pityments each eniployWs  contr ibut ion ra te  wi l l
depend  on his actual employment al!11 benefit experience.
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Wide latitude is thus left the several States in many respects : (a) As to
the general type of uenmployment compensation law to be adopted, with two
types of moldel bill suabwmestecl,  and also (b) as to many other important quest
tions (amount and duration of benefits, etc.).

It is suggested, however, that each State executive or legislator who plans to
make any change in either of the model bills (prepared by the Committee on
Economic Security) might do well to write the committee for advice on the
vital question : “ Would the proposed change prevent the State law from
qualifying for (a) Federal tax credits to employers, and (b) Federal aid for
State administration? ”

By thus writing the Committee on Economic Security, each State can be
advised whether the proposed changes : (a) Will meet Federal requirements,
and (b) are consistent, or conflict with other provisions of the model bill itself.

The committee’s address is 1’734 New York Avenue, Washington, D. C.

.

Section 1. Short title.
TOPIOAL OUTLINE) OF BILL

Section 2. Declaration of the State’s public policy.
Section 3. Definitions : (1) Benefit, (2) commission, (3) contributions, (4)

eligibility, (5) employee, (6) employer, (7) employer’s reserve account, (S)
employment, (9) employment office, (IQ) full-time weekly wage, (a) hourly
rate of earnings, (b) full-time weekly hours, (11) fund, (12) partial unem-
ployment, (13) pay roll, (14) pooled account, (15) total unemployment, (16)
unemployment administration fund, (17) wages, (IS) waiting-period unit,
(19) week, (20) week of employment.

Section 4. Unemployment. compensation fund : (I) Fund, (2) withdrawals, (3)
treasurer, (4) deposit, (5) pooled account, (6) employer accounts.

Section 5. Contributions : (1) Payment, (2) standard rate of contributions,
(3) 1936’  and 1937 contribution rates ; (4) contributions to pooled account,
(5) future total rates, based on benefit experience, (6) contributions by
employees1

Section 6. Benefits : (I) Payment of benefits, (2) weekly benefits for total un-
employment, (3) weekly benefits for partial unemployment, (4) one-to-four
ratio of benefits to employment, (5) maximum weeks of benefit in any year,
(6) lump sum benefit option, (7) additional benefits (one-to-twenty ratio).

Section 7. Benefit eligibility conditions : (1) Required probationary period, (2)
availability and registration for work, (3) waiting period ‘, (4) during trade
disputes, (5) voluntary leaving, (6) discharge for misconduct ‘, (7) refusal of
suitable employment, (S) employees barred from benefits by wage disqualifi-
cation.’

Section 8. Settlement of benefit claims : (1) Filing, (2) initial determination,
(3) appeals, (4) appeal tribunals, (5) procedure, (6) commission review,
(7) appeal to courts, (S) oaths and witnesses.

Section 9. Court Review : (Not drafted, because of differences in State courts,
etc.)

Section IO. Unemploynmz  t  corngensattin  commissions:  (I) Organization, (2)
salaries, (3) quorum.

Section 11. Administration : (1) Duties and powers  of commission, (2) gen-
eral commission rules, (3) publication, (4) personnel, (5) advisory councils,
(6) employment stabilization, (7) records and reports, (8) representation in
court, (9) State-Federal cooperation, (10) employment offices.

Section 12. Acceptance of act of Congress, relating to employment service :
(1) Formal acceptance, (2) State employment service, (3)

Section 13. Reciprocal benefit arrangements with other States.
financing.

Section 14. Protection of rights and benefits : (I) Waiver of rights void, (2)
limitation of fees, (3) no assignment or garnishment of benefits.

Section 15. Collection of contributions :
bankruptcy, (3) court action.

(I) Interest on tardy payments, (2)

Section 16. Penalties.
Section 17. Unemployment administration fund : (1) Special fund, (2) Federal

aids, (3) employment-service account.
Section IS. Appropriations.
Section 19. Saving clause.
Section 20. Separability of provisions.
Section 21. Effective date.

l Indicates a completely optional provision.
2 Two alternative provisions suggested.
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A BILL RELATING TO UNEXPLOYXENT  COJCPESSATION, PROVIDING PEKGTIEB  AND

MAKING APPROPRIATIONS

SECTIOX 1. SHOXT TITLE

This act shall be known and may be cited as the
tion law.”

“ unemployment conipensa-.

SECTION 2. DECLARATION OF THE STATE'S PUELIC YOLICY

Pu’oTE.-The sponsor of a State bill will probably wish to draft the state-
ment of public policy. The following statement is appropriate and may
be used if desired, but this precise wording is not essential to conform to
the proposed Federal legislation :

As a guide to the interpretation and application of this act, the public policy
of this State is declarecl  to be as follows: Economic insecurity due to unem-
ployment is a serious menace to thft health, morals, and welfare of the people
of this State. Involuntary unemployment is therefore a subject of general
interest and concern which requires appropriate action by the legislature
to prevent its spreacl and to lighten its burden, which now so often falls with
crushing force upon the unemployed worker ancl his family. Social security
requires protection against this greatest hazard of our economic life. This
can best be provided by requiring the systematic accumulation by employers of
reserve funds, from which cash benefits can be paid to their workers when
unemployed. A sound unemployment compensation law should help to en-
courage employers to provide more steady work, to maintain the purchasing
pan-er of workers becomin g unemployed, ancl thus to prerent and limit the
serious social consequences of poor relief assistance. The legislature, there-
fore, declares that in its considerecl  judgment the public good ancl the general
welfare of the workers of this State require the enactment of this measure for
the compulsory setting aside of unemployment reserves to be used for the
benefit of persons unemployecl  through no fault of their own.

SECTION 3. DEFINITIONS

The following words and phrases as used in this act shall have the following
meanings unless the contest clearly requires otherwise :

(1) “ Benefit ” means the money payable to an employee as compensation
for his wage losses due to unemployment as providecl in this act.

(2) “ Commission ” means the Unemployment Compensation Commission
established by this act or its authorized representative.

K\;OTE.--If  another  aclministrati\-e  agency than that  suggestecl herein
is used, the name of such agency sl~oulcl be abbreviated and defined,
ancl when the word “ commission ” appears, the abbreviated name of such
agency should be substituted.

(3) “ Contributions ” means the money payments to the State unemployment
compensation fund pursuant to this act.

(4) Eligibility : An employee shall be deemed ” eligible ” for benef;ts  for
any given week of his partial or total unemployment (occurring subsequent to
any requirecl  waiting period) only when he is not disqualified by any provision
of this act from receiving benefits for such week of unemployment.

(3 (( Employee ” means any person employed by an employer subject to
this act and in employment subject to this act.

(6) ” Employer ” means any person?  partnership, associationt  corporation,
n-hether domestic or foreign, or the legal representative, trustee in bankruptcy,
receiver, or trustee thereof, or the legal representative of a cleceased person,
including this State and any municipal corporation or other political sub-
division thereof,3 who or whose agent or predecessor in interest has employed
tat least four persons in employment subject to this act within each of 13 or
more calendar weeks in the year 1935 or any subsequent calendar year : Pro-
~idecl,  That such employment in 1935 shall make an employer subject on Jan-
uary 1, 1936, and such employment in any subsequent calenclar year shall make
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iI ne\vly subject employer subject for all purposes as of January 1 of the cal-
endar ye;lr in which such employment occurs. In determining whether an
employer (of :7ily person in the State) employs euough persons to be an “ em-
j71o;zr  ” subject hweto, ancl in cletermining for what contributions he is liable
-hereunder, he shall, whenever he contracts with any contractor or subcontrac-
tor for any w)rl;: which is part of his usual trade, occupation profession, or

X)usiness, be rltwmed to employ all persons employed by such contractor Or
:sUbt’ontractc~r  on such work, and he alone shall be liable for the contributions
measured by mxges paid to such persons for such work; except,  as any such
acontractor  or s;ubcontracto18,  who would in the absence of the foregoing pro-
visions be liable to pay stlid contributions, accepts euclt7sive 1i:tbility for said
Icontributions under an agreement with such employer made pursuant to gen-
eral cominissioll  roles. All persons thus employed by an employer (of any
ljewon) within the State, in all of his several places of employment main-
tained within the State, sh:711  be treated as employed by a single “ employer ”
for the purposes of this act : Provided, moreover, That where any person,
partnership. association, corporation, whether  dome&ic  or  fore ign,  or  the
legal representative, trustee in bankruptcy, receiver, or trustee thereof, or the
legal representative of a deceased person, either directly or through a holding
company or cltherwise,  h:l s a majority control or ownership of otherwise sepa-
rate business  cnteqjrises  employing 1)ersons in the State, all such enterprises
shall be treated as a single “ employer ” for the purposes of this act. Any em-
ployer subject to this act shall cease to be subject hereto only upon a written
application by him and after a finding by the Commission that he has not
withi any t%lericlar week within the last completed calendar year employed
*four or mow persons in employment subject hereto. Sny employer (of any
person within the State) not otherwise subject to this act shall become fully
subject hereto. upon filing by such employer with the Commission of his
@lection to become fully subject hereto for not less than 2 calendar years, sub-
ject to written approval of such election by the Commission.

(‘T) “ Employer’s reserve account ” means a separate benefit reserve account
maintained n-ithin the fund for the employer (or group) pursuant to this act.
In cleterininin~  the year’s record or status of an employer’s reserve account
(as of December 31), benefits shall be chargecl  against it on the date when

paid! and the employer’s contributions payable for the year shzll  be credited
‘if paicl no later than February 1 of the succeeding year.

(8) “ Employment ” means any employment in which all or the greater part
*of person’s work (within the continental United States) is or was customarily
performed within this State, under any contract of hire, oral or written, es-
press or implied, whether such person was hired and paid directly by the
employer or t?wough  any other person employed  by the employer, provided
the employer had actual or constructive knowledge of such contract. Such
employment ~1~711  include the person’s entire employment (in all States, in-
.cluding  the Djstrict of Columbia). In the case of all other persons employecl
partly  in this State and partly in other States, the term “ employment ” shall
include the employment of such persons to the extent prescribed by general
.rnles adopted by the commission. Except as provided in any reciprocal bene-
fit arrangement made pursnant to this act, “ employment ” shall not include
any employment included in any unemployment compensation system estab-
lished by an act of Congress.

Xor ShiIll the term “ employment ” apply to : ’
(a) Enil~lo,vrneIlt  o n  a governmental relief project approved by the cotn-

mission.
(b) Employnlent  as an electecl or appointed public officer.
(c) Employ-u!ent by a governmental unit on an annual salary basis.
(d) Employnuent  as a teacher in a ptzblic school, college or university.
(9) “ Employment office ” means that free public employment office (operated

‘by the State) or branch thereof nearest to the employee’s place of residence
nor employment. unless otherwise prescribed by the commission.

(10) An employee’s “ full-time weekly wage ” means the weekly earnings
such employee would average from his employment (by the employer in clues-
tion) if employed at the “ hourly rate of earnings ” and for the “ full-time
weekly hours ” applicable to such employee. (Where an employee had or has
cqncurrent  employments, they shall be combined in determining his full-time
weekly wage for benefit purposes, pursuant to. general Commission rnles.)

*‘l(‘h~ last sentence and exemptions (a) to (d) should be omitted if State and local
snww-nments  are excluded from the “ employer ” definition (6) above.
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(a) The applicable “ hourly rate of earnings ” shall be determined by avcr-
aging the employee’s actual earnings for at least 100 hours of employment b>*
the employer, so far as practicable, pursuant to general commission rules.

(b ) An employee’s “ full-time weekly hours ” shall mean the standard maxi-
mum weekly hours which can lawfully be worked by the employee (in the
employment in question) under the applicable Federal cocle of fair competi-
tion or under any applicable State code or law specifying lower maximum
weekly hours. Where there is no code or law applicable, the employee’s full-
time weekly hours shall be determined as follows : There shall be classified
together all those employees usually employed by the employer both at reason-
ably similar work and for substantially the same weekly hours. There shall be
determined the number of weekly hours prevailingly worked by the given class
of employees, for each separate week of the preceding calendar year. There
shall then be averaged such prevailing weekly hours of all weeks in which
such hours were 30 or more. The resulting average shall constitute the full-
time weekly hours applicable to each employee of the given class for benefit
purposes throughout the current calendar year. Where the commission finds,
that the above method cannot reasonably and fairly be applied, it may by
general rule or special order prescribe an equitable alternative method for,
determining a full-time standard of not less than 30 weekly hours for benefit-
purposes. In the case of any employee who is found by the commissiont  at
the time he becomes eligible for benefits, to be unable by reason of physical,
disability or by reason of continuing personal obligations (other than employ--
ment) to work half the full-time weekly hours which prevail in such establish-
ment for full-time employees, the commission shall determine his full-time
weekly hours for benefit purposes by averaging his weekly hours for all weeks-
(in at least the past 3 months) in which he worked.

(11) “Fund” means the unemployment compensation fund established by
this act, to which all contributions and from which all benefits required urrcler-
this act shall be paid.

(12) “ Partial unemployment ” : An employee shall be deemed “ partially-
unemployed ” in any calendar week of partial work if he fails to earn in
wages (and/or any other pay for personal services, including net earnings’
from self-employment) for such week at least $1 more than the amount of’
weekly benefits for total unemployment he might receive if totally unemployed.
and eligible.

(13) “ Pay roll ” means the total amount of all wages payable by the em--
player to his employees, commencing with wages payable for employment
occurring after the employer becomes newly subject to this act.

(14) “ Pooled account ‘9 means that portion of the fund which is mingled;
and undivided, as provided in this act.

(15) “ Total unemployment ” :
employed ”

An employee shall be deemed “ totally un-
in any calendar week in which he performs no wage-earning serl--

ices whatsoever, and for which he earns no wages (and no other pay for
personal services, includin g net earnings from self-employment), and in which
he cannot reasonably return to any self-employment in which he has cus-
tomarily been engaged.

(16) “ Unemployment administration fund ” means the unemployment  com-
pensation administration fund established by this act.

(17) “ Wages ” means every form of remuneration for employment received
by a person from his employer, whether paicl directly or indirectly by the.
employer, including salaries, commissions, bonuses, and the reasonable money
I-alue of board, rent, housing, lodging, payments in kind, and similar advantages.

(IS) “ Waiting-period unit ”
payable but

means a periocl (for which no benefits are
durin g which the employee  is in all other respects eligible) con-

sisting of either 1 week of total unemployment or 2 weeks of partial mem-.
ployment, required as a conditi8n precedent to the receipt of benefits for
subsequent unemployment, as prescribecl  in this act.

(10) “ Week ” means calendar week.
(20) “ Week of employment ” means each calendar week (occurring at least

1 year after Contributions first become generally due under this R& from em-
ployers then subject hereto, and occurring aYer the probationary period  pen: +
different employer required hereunder) within which the person in question
performed any employment subject to this act for any employer snbject  to I
this act : Prodded, however? That any week (occurring within the customayv
school vacation periods) in which an employer employed an employee whb
attended a school, college, or university in the last preceding school term, shall
not be counted as :I “ week of employment ” in determining the benefit rights
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of such employee under this act. In the case of an employee working for
several employers in the same week, the apportionment for benefit purposes of
such “ week of employment ” to one or more of such employerq  s.halU be deter-
mined pursuant to general commission rules.

SECTION 4. UNEMPLOYMENT COJIPENSATION FUND

(1) FzlincL-There  is hereby created the unemployment compensation fund,
to be administered by the commission without liability on the part of the
State beyond the amounts paid into and earned by the fund. This fund shall
consist of all contributions and money paicl into and received by the fund as
provided by this act, of property and securities acquired by and through the
use of moneys belonging to the fund, and of interest earned upon the moneys
belonging to the fund.

(2 j Withdramls .-The fund shall be administered in trust and used solely
to 1~~s  benefits, upon vouchers drawn on the fund by the commission pursuant
to general commission rules, and no other disbursement shall be made there-
from. Such rules shall be governed by and consistent with any applicable
constitutional requirements, but the procedure prescribed by such rules shall be
deemecl to satisfy (and shall be in lieu of) any and all statutory requirements
(for specific appropriation or other formal release by State officers of State
moneys prior to their expenditure) which might otherwise be applicable to
withdrawals from the fund.

Nom.-The first sentence of the above subsection is necessary to conform
to the requirement of the Federal bill that the fund be used exclusively
for the payment of benefits. Administrative expenses will have to be paid
from Federal allotments for this purpose or from other sources. Attention
is called to the fact that the number of benefit payments to be made from
the State fund will be extremely large in most States, though the amount
of the individual payments will be small. It is therefore advisable to
utilize a methocl of withdrawals from the fund which will involve a mini-
mum of administrative expense, consistent with adequate protection of
the fund. In some States the customary procedure for the payment from
public funds woulcl be unnecessarily expensive.

( 3 )  T,reaszcrer.-The commission shall designate a treasurer of the f:nd,
who shall pay all vouchers duly drawn upon the fund, in such manner as the
commission may prescribe. He shall have custody of all moneys belonging to
the fund and not otherwise held or deposited or invested pursuant to this
action. The treasurer shall give bond conditioned on the faithful performance
of his duties as treasurer of the fund, in a form prescribed by statute or
approved by the attorney general, and in an amount specified by the com-
mission and approved by the Governor. All premiums upon bonds required
pursuant to this section when furnished by an authorized surety company or by
a duly constituted governmental bonding fund shall be paid from the unemploy-
ment administration fund. The treasurer shall deposit and/or invest the fund
under the supervision and control of the commission, subject to the provisions
of this act.

(4 )  Deposit.-All contributions paid under this act shall upon collection
be deposited in or invested in the obligations of the “ unemployment trust
fund ” of the United States Government or its authorized agent, so long as
said trust funcl exists, notwithstanding any other statutory provision to the
contrary. The commission shall requisition from the unemployment trust fund
necessary amounts from time to time.

NOTE.-The  above subsection (4) is necessary to meet the requirements
of the Federal bill.

The wording of the entire section Creating the State unemployment
compensation fund is also important, because of constitutional provisions
concerning the custody and management of “ State funds” in several
States. Four States (California, New Mexico, Wyoming, and Michigan)
require the deposit of “ State funds ” or “ public funds ” in State or national
banks. Since it is anticipated that the United States Treasury will desig-
nate banks within the State to act as its agent, even the donstitutional
provisions of these States do not conflict with the requirements of the
Federal economic security bill for the deposit of State unemployment com-
pensation funds with the unemployment trust fund of the United States.

(5) Pooled accozint.-The commission shall maintain within the fund a
pooled  account, in accordance with the following requirements: There shall be
credited to such pooled account (n) the contributions of each employer, to the
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extent of 2 percent of his pay roll; and (61) all realizing earnings, gains, or
losses on investments of the funds ; and (c) any balance remaining in the re-
Perve account of an employer after he has for any reason ceased to be subject
to this act, except as the commission may in such case apportion (to any suc-
cessor employer’s reserve account) all or part of the assets and benefit lia-
bilities of the reserve account of such former employer.“ The fund’s pooled
account, as thus constituted, shall be mingled and undivided. It shall pay
benefits to all eligible employees, but only when (and to the extent that) the
reserve accounts of their employers cannot, because exhausted, pay the benefits
due such employees.

(6) Employer accotints.-The commission shall maintain within the fund a
separate benefit reserve account for each employer; and shall credit to such
account all amounts contributed to the fund by the employer, excepting his
required contributions to the fund’s pooled account. Each employer’s reserve
account shall, unless exhausted, pay to his eligible employees all their benefits
duly chargeable under this act against their weeks of employment by such
employer. In determining when and for how long an employer’s reserve
account is exhausted, the commission shall consider only the employer’s paid
and payable contributions, to the exclusion of any accrued contributions not
yet clue for payment. Any employer may at any time make voluntary pay-
ments, additional to the contributions required under this act, to his reserve
account in the fund, pursuant to general commission rules. Whenever two or
more employers file an application to merge their several reserve accounts in a
joint (group) account in the fund, as if they constituted a single employer, the
commission shall maintain such joint account (as if it were a single employer’s
reserve account), subject to such general rules for the conduct and dissolution
of joint accounts as it may prescribe.

SECTION 5. CONTRIBUTIONS

(1) Payment.-On and after the 1st clay of January 1936, contributions
shall accrue and become payable by each employer then subject to this act.
Thereafter contributions shall accrue and become payable by any new em-
ployer on and after the date on which he becomes newly subject to this act.
The contributions required hereunder shall be paid by each employer in such
manner and at such times as the commission may prescribe.

(2) Xtandard rate of con&ribzct~ions.- The total contributions regularly pay-
able by each employer shall be an amount equal to 3 percent of his pay roll,
except as otherwise provided in this act.

Nom.---The Federal pay-roll tax on employers (under the economic
security bill) will be 3 percent for the year 193S,  and thereafter.

For the years 1936 and 1937, however, the tax rate (which will depend
on a Federal index of production) may be 3 percent, 2 percent, or 1 per-
cent. (Of course all provisions of the Federal bill are subject to possible
change by Congress.)

Any State which desires to make its 1936 and 1937 contribution rates
correspond exactly to the tax-rate clauses, of the Federal security measure
(as introduced) can use the following language :

* ( Optional provision)

(3) 1936 and 193’7 contribution Imtes. - T h e total contributions payable by
each employer for the calendar years 1936 and 1937 shall be determined as
follows : (a) If the Federal Reserve Board’s adjusted index of total industrial
production averages, for the year ending September 30, 1935, not more than
S4 percent of its average for the years 1923-25,  inclusive, the commission shall
certify that fact to the secretary of state, and each employer shall contribute
for the calendar year 1936 an amount equal to 1 percent of his pay roll; (b)
if such index averages, for such year, more than S4 percent but less than 95
percent of such earlier average, such fact shall be so certified, and each em-
ployer shall contribute for the calendar year 1936 an amount equal to 2 per-
cent of his pay roll ; (c) if such index averages, for the year ending September

5 This figure is 1 percent, in the pendin
subject to final action by Congress.

b” economic security measure? but is, of course,

6 Contributions by employees might cause some administrative complications if paid into
separate employer accounts.
State law of this “ reserves ”

If employee contributions are nevertheless required by a

by inserting the followin
type, they could be paid into the fund’s “ pooled account “,

g words (at  the point  above indicated)  :  “ ;  and (d)  a11 con-
tributions required from employees under this act.”
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30, 1936, not more than S4 percent of such earlier average, such fact shall be
so certified, and each employer shall contribute for the calendar year 1937
an amount equal to 1 percent of his pay roll, except that in no event shall
the measure of contributions for the calendar year 1937 be less than the
measure of contributions for the calendar ye:rr 1936; (k!) if such index aver-
ages, for the year ending September 30, 1936, more than 84 percent but less *
than 95 percent of such earlier average? such fact shall be so certified, and
each employer shall contribute for the calendar year 1937 an amount equal to
2 percent of his pay roll, except that in no event shall the measure of contri-
butions for the calendar year 1937, be 1~s than the measure of contributions
for the calendar year 1936.

n’oTE.-The following provision! for contributions to be paid by a11
employers to a “ pooled account “) will help to assure uniform benefit pro-
tection to all employees, since benefits will be paid from this “ equaliza-
tion ” fund to any employee after the reseal-e account of his employer has
been exhausted.

(4) Co?;tributions  to p001td accolcllt.--Of  his total contributions required
hereuncler,  each employer shall  at  all  t imes c+ontribu’le  -? percent on his pa3
roll to the fund’s pooled account.

KOTE. - T h e following provisions, which are vital to any measure o,f the
“ reserves ” Q-pe, are designed : (a) To assure that each employer’s ac-
count will be or become adequate for benefit purposes ; and (fi) to assure to
each employer in advance a higher or lower contribution rate, based di-
rectly on his OWI~ unemployment and benefit experience ; and thereby (c)
to encourage each employer to provide more steady emplojment.

(5)  FW!UW totaZ rates, bused 011 hem/it  esljerie,zce.-Tile  total  contribution
rate required of each employei’  shall (after he has contributed for at least 3
years) be based directly on the contribution and benefit experience of his
reserve account in the fund, and shall be determined by the commission for
each calendar year, at its beginning, pursuant to all the following conclitions  :

( a )  I f  t h e  benefiits  p a y a b l e  from a n employer’s reserve account lvithin
any calenclar  year  are greater than his contributions to such account for
such year,  his contribution rate for the next calendar year shall  increase 1
percent on his pay roll, unless his reserve account then equals at le@t -’
percent of his pay roll for the last completed calendar year, or shall be increased
to the stanclarcl rate of contributions, whichever is higher.

(8) No employer’s contribution rate shall be less than the standard rate of
contribution unless he has had benefit experience throughout the most recently
completed calendar year without the benefits payable from his reserve account
within such year being scaled down or paid by the fund’s pooled account, and
unless his reserve account at the start of the calendar year equals at least -’
times the largest amount of benefits paid from such account within any of
the -lo most recently completed calendar years.

(c) If an employer’s reserve account at the start of the given calendar year
equals at least - * percent of his pay roll for the preceding calendar year,
his total contribution rate shall be recluced to - ** percent on his pay roll
throughout the given year.

Nom.-This section is required by the proposed Fecleral act, which
specifies as minimum requirements :

* 15 percent.
** 1 percent.

These figures are subject to final action by Congress, amenclments  to lower
them are under consicleration. If adoptecl, a provision along the following
line n-ould be appropriate :

(Altermtkve  provisloti)

(Not now permitted under the Federal  bill)

(c) If ali employer’s reserve account at the start of the given calendar year
equals at least 7% percent of his pay roll for the preceding calendar year, his
total contribution rate shall be reducecl to I?$ percent on his pay roll through-

’ This fi,gure is 1 percent, under the pendin g economic security measure, but is, of course,
subject to final action by Congress.

8 Optiir?Mtl pro~riaion.- The Federal measure as introduced does not require this provision
or specify any figure, but 7$$ percent is here suggested.

e OptioizUl p r o v i s i o n . -The Federal measure as introduced does not specify these figures.
“ rave ” is suggested at this point.

1” “ Three ” is suggested at this second point.
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out  the  given calendar ye:Ir; and ii’ hia account thus equals  at least 12 percent
of such prececling pzy roll, his total contribution  wte shall be reduced to,
one-half of 1 percent on his pay roll throughout the given calendar year.

~oTc.-Col:trib~ltions  by employees  might cause some administrative com-
plications if paid into separate employer :iccounts. If a State nevertheless
desires to include employee contributions in a bill of this “ reserves ” type,
the following subsection (6) could be used :

(6) Codrib  u t Eons 7i.y cmployoea . - E a c h employee shall contribute to the
funcl’s pooled account I percent of his wages. Each employer shall be respon-
sible for withholding such contribution from the wages of his employees,, shall
shorn such deduction on his pay-roll records, and shall transmit all such
contributions to the fund pursuant to general commission rllles.

X:O’TE.--Xo  State is IYY~U~W~ to include the foregoing subsection (6). It
is being set forth here for clue consideration by each State.

Worker contributions  can:!ot  be offset or credited against the Federal
tax on pay rolls, which is payable by employers ;~lone.  Hence the inclu-
sion by a State of subsection (6) would not be a substitute for, but rather
an aclclition to, the contributions above required from employers.

Sdditional contributions to the fund, from any source, would of course
make possible additional benefits from the fund. (See the “ actuarial
memorandum ” as to mhat benefits could be paid with additional contribu-
tions. )

SECTION 6. BENEFITS

(I) Payments of bcmfits .-After contributions have been due under this
act for 2 years benefits shall became payeble from the fund to any employee
who thereafter is or becomes unemployed and eligible for benefits, based on
his weeks of employment as defined in this act, and shall be paid through the
employment office at such times and in such manner as the commission may
prescribe.

Now,.-The  above provisions should not be altered, since the proposed
Federal bill recluires  as a condition for the allowance of credit against
the Fecleral  pay-roll tax that payment of all compensation must be made
through the public employment offices in the State and must commence
2 years after contributions are first macle uncler the State iaw.

(2) We&lzJ  benefits for total zlllenaplo~~nelz~.--Bn employee totally unem-
ployed and eligible in any week shall be paid benefits (comlmted  to the nearest
half-dollar) at the rate of 50 per centurn  of his full-time weekly n-age, with
maximum benefits of $15 per week and minimum benefits of $-11 per week.

Nom--The maximum tveekly benefit of $15 per week indicated here
is. open to change by the State. It is not required by the Federal bill.
It is presumed that each State will desire to fix a maximum which it
deems appropriate in the particular State. Official commissions on un-
employment insurance in New York, Ohio, California, and Virginia have
recommended a maximum of $15 per week, while the New Hampshire
commission recommencled  $14. The maximum in the Wisconsin law is $10,
but the contribution rate is 2 percent.

(3) IVeekly benefits for partial zlllerrlplo?/rrLent.-An  employee partially un-
employed and eligible in any week shall be paid sufficient benefits SO that his
week’s wages (and/or any other pay for personal services, inclucling  net earn-
nings from self-employment) and his benefits combined will be $1 more than
the weekly benefit to which he would be entitled if totally unemployed in
that week.

Nor&--The  above subsection (3) is open to change by the State. How-
ever, unless larger contributions than a rate of 3 percent are recluired,  it
is suggested that partial benefits shoulcl be limited as above provided.
This provision gives only a small nclvantage in total compensation to the

11 StatesGv  also wish to fix a minimum weekly benefit for total unemployment. Senate
bill no 1. of fi;e\v York provides a minimum of $5. Few of the proposed unemployment
c,)mpcllsation  bills provide for any minimum. Practically all of the Special CcJXnllliSSiOnS
\v:li& have studied unemployment compensation in this country have recommended that
the benefit rates be set at 50 percent of the full-time weekly earnings. Q’ith COntI~ibL~tiOILs
of 3 perwnt.  or crcn 4 ;>ercent,  this is about the maximum weekly rate of benefit which
can be provided, unless the duration of benefits is shortened. I t  is  general ly thought
advisable to fix the benefit rates at this figure, and to adjust the duration of benefits and
the waiting  period to meet the employment  experience Of the State.

116807--35--40
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partially employed person over the totally unemployed person ; but it must
be remembered that the person who is draKing  partial benefits  is not
thereby exhausting his benefit rights as rapidly as the person who is draw-
ing total benefits. While it would be desirable to provide more liberal ben-
efits to partially unemployecl  persons, it must be recognized that the pri-
mary purpose of the fund is to provide protection to employees who are
totally unemployed. Also, it is desirable to avoid large numbers of small
claims for small amounts of partial unemployment because of the excessive
administrative costs which would be involved.

.

(4) One-to-four ratio of benefits to e/?kploumezlt-The  aggsegate amount of
benefits an employee may at any time receive shall be limited by the number
of his past weeks of employment against which benefits have not yet been
charged hereunder. Each employee’s benefits shall be thus charged against
his most recent weeks of employment available for this purpose. Each em-
ployee shall receive benefits in the ratio of one-quarter Fveek of total unem-
ployment benefits (or an equivalent amount, as determined by general com-
mission rules, of benefits for partial unemployment or for partial and total
unemployment combined) to each week of employment of such employee occur-
ring within the 104 weeks preceding the close of the employee’s most recent
We& of employment.

n'OTE. - T h i s ratio will serve to guard the fnnd against excessive pay-
ment of benefits to those \yith only a limited amount of previous employ-
ment to their credit. The ratio may be lowered to 1 to 3 if it is desired
to libe;*alize this provision, or raised to 1 to 5 if it is desired to make
benefit requirements more stringent ; but this ~-0~1~1  modify the actunrial
basis of this bill to some extent.

(5) Maximum. zoee& of benefit  in any year.-Benefits shall be paid each
employee for the weeks during which he is totally or partially unemployed
Rnci eligible for benefits, based on his past weeks of employment; but not more
than ---I’  weeks of total unemployment benefits (or an equivalent total amount,
as determined by commission rules, or benefits for partial unemployment  or for
partial and total unemployment combined) shall be paid any employee for his
weeks of unemployment occurring within any 52 consecutive weeks.

~(6)  Lzmp-szlnz bellefit  option.-In lieu of paying to an eligible employee
in weekly (or other) installments the maximum amount of benefits to which
his past weeks of employment might entitle him uncler this act (in case he
remained continuously unemployed and eligible), the commission may dis-
charge the fund’s entire benefit liability to such employee, based on his past
weeks of employment, by paying him a lump sum equalling not less than 50
percent nor more than 80 percent of said maximum amount of benefits. But
lump-sum payments shall be thus macle only in unusual cases (such as when the
employee has no prospect of securing further employment in the locality, but
may secure employment elsewhere). The commission shall by general rules de-
termine on what percentage basis and under what unusual conditions such lump-
sum payments shall be made, and each such case shall be subject to specific
approval by the commission.

NOTE.-This  provision is designed to encourage workers who have no
further prospect of employment in the community (e. g., because of aban-
donment of a factory or mine) to seek employment elsewhere, rather than
to remain in the community until their benefit rights are exhausted.

(7) Aclclitional  benefits (l-to-20 ratio) .-An eligible employee who llas re-
ceived the maximum benefits permitted under subsection (5) shall receive
aclclitional benefits in the ratio of 1 week of total unemployment benefit (or
its equivalent) to each unit of 20 ‘1L ggregate weeks of employment occurring
within the 260 weeks preceding the close of the employee’s most recent week
of employment, and against which benefits have not already been charged
under this act. Such additional benefits shall be chsrgecl against the employee’s
most recent weeks of emplo,vment available for this purpose.

1:! A maximum duration of 16 weeks has been most discussed, based on estimates of what
could have been provided if an unemployment compensation system embodying the stand-
ards contained in this bill had been in operation from 1922-30 in the United States as a
whole during that period. If a State has had more unemployment than the average for
the United States it would be advisable for such State to provide for a shorter ma&mum
duration of benefits than 16 weeks. Each State  is  aclvised  to  consul t  the  “ actuarial
memorandum ” accompanying this bill, to ascertain the maximum number of weeks of .
benefits it can safely provide.
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Nom.-The  above provision 1‘s recommended because foreign experience
indicates that a large proportion of employees will draw no benefits for a
number of years, These employees will have an especially valid claim to
the additional benefits provided here, when because of a depression or
technological change they lose their jobs and are unable to find other work.

SECTION 7. BENEFIT F;LIGIBILITY  CONDITIOXS

(1) Required probationary period.-An employee shall be deemed eligible for
benefits, based on his employment by a given employer, only after he has been
employed by such employer either on a monthly salary basis for 1 month or
within any 4 weeks (subsequent to the first year of contributions under this act
or to any later date on which the employer in question first becomes subject to
this act ) . Where the commission finds, as to any definitely exceptional class of
employees such as indentured apprentices, that the fitness of the employer to
learn the given type of work cannot reasonably be determined within such 4
weeks or 1 month, the commission may by general rule apllrove  for such class
a longer maximum probationary period (included within 12 or less consecutive
weeks), subject to such restrictions as the commission deems reasonable under
the circumstances.

hrOTE.-The  above subsection (1) is designed to restrict benefit payments,
in the case of workers making frequent changes in employment. It also
affords each employer a limited but adequate chance to try out a new
employee, without benefit liability in case the employee proves unsuited
to the work. The probationary service period (per employer) should not
be lengthened, because that would stimulate irregular, casual hiring and
firing and would run counter to the purposes of the act.

(2) Availability and registration  for work.-An employee shall not be eX-
gible for benelrlts  in any lveek  of his partial or total unemployment unless in
such week he is physically able to work and available for work, w&never
duly called for work through the employment office. To prove such availabil-
ity for work, every employee partially or totally unemployed shall register for
work and shall file claim for benefits at the employment office, :vithin  such
time limits and with such frequency ancl in such manner (in person or ir?!
writing) as the commission may by general rule prescribe. No employee shall
be eligible for benefits for any week in which he fails without good cause to
comply lvith such registration and fi l ing requirements.  A copy of the com-
mission’s rules covering such requirements shall be furnished by it to each
employer, who shall inform his employees of the terms thereof when they
become unemployed.

(3) Waiting period.---Benefits shall be payable to an employee only for his
weeks of unemployment occurring subsequent to a “ waiting period ” whose
duration shall in each case be cletermined as follows :

(Alternative A) : --I3 waiting-period units shall be required of the employee
per each different employer by whom he has been employed tvithin  the 52
weeks preceding the start of such waiting period.

There shall not be counted toward an employee’s required waiting period
any week of total or partial unemployment in which he is ineligible for bene-
fi ts  under subsection (2)) (4)) (5)) (6)) or (7) of this section.

(Alternative I3) : An aggregate of -lJ iyaiting-period  units shall be required
of the employee within the 52 weeks preceding the start of any given week
of unemployment.

There shall not be counted toward an employee’s required waiting period
any week of total or partial unemployment in Tvhich he is ineligible for bene-
fits under subsection (2)) (4)) (5), (6)) or (7) of this section.

( 4 )  Dwing  trndc dispzrtcs~.- A n employee shall not be eligible for benefits
for any week in which his total or partial unemployment is directly due to a

13 In view of the above provision, for a separate waiting period per employer, this figure
should not be set very high. If “ two ” were specified above, an employee who Worlicd  for -
2 different employers would serve a 4 weeks’ waiting period.

14 The Committee on Economic Security talces no position as to what the length of the
waiting period should be. The State may specify a waiting period of 2, 3, or 4 wcelis,  or
any other period it considers suitable. It should be emphasized, however, that a long
waiting period will result in a considerable saving to the fund because of the large amount
of unemployment of 2 or 3 weeks’ duration, and that such saring  will make possible a
longer maximum duration of benefits to those unemployed longer than the waiting period.
The “Actuarial Memorandum ” accompanying this bill should he consulted, and the
appropriate adjustment made in the maximum duration of benefits allowed.
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labor dispute still in active progress in the establishment in which he is or
vas last employed.

( 5 )  Vo~untar$/ zead.JiP?g.-An employee wllo has left his employment volun-
tarily without good cause connected with such employment sh:lIl be ineligible
for benefits for the week in which such leaving occurred and for the 3 nest
following weeks: Provided, moreove?‘, That such weeks shall be charged (as if
benef i t s  for  to ta l  unemployment had been pair1 therefor) agains t  the  cm-
ljloyee’s most recent weeks of employment (br the employer in question) against
which benefits have not previously been charged hereunder.

Nom.-The abol-e  subsection (5) is considered to be equitable. The
l!eriocl of disqualification may, of course, be lengthened, or the person quit-
:ing voluntarily without reasonable cause may be entirely disqualified, if
the State so desires.

(6) Disc71 tc~‘~jt: for ~~z~wo’YI&uuc’~.-A~  employee who has been discharged for
proved misconduct connected with his employment shall thereby become in-
eligible for benefit for the week in which such discharge occurred and for not
less than the three nor more than the six next following weeks, as determined
by the commission in each individual case : Provided, W~IYOGW-,  That the ineli-
gible weeks thus determined shall be charged (as if benefits for total unem-
ployment had been paid therefor) against the employee’s most recent weeks of
employment (by the discharging employer) against which benefits have not
previously been charged hereunder, and shall also be counted against his maxi-
mum weeks of benefit per year.

KOTE-The aboi-e  provision leaves  desirable fiesibility,  so that the penalty
can be varied to suit the circumstances of each indi\-idual  case.

The followivlm  is a mc:re‘23 rigid (alternative) pro\-ision :
( 6) Discharge f’or 912  imJl;  I! U&h- A n employee who has been discharged for

lJro\-ed  misconduct connected with his employment shall  thereby become ineli-
gible for any further benefits bJ;ised  on his past weeks  of employment by the dis-
charging employer, a!:d also ineligible for b’enefits  (based on other employment j
for the wccl; in n-l~ich :~~ch cli~c~llurgcl  occu:~~  c*cl ant?  for t!:c~ three nest following
weeks : PwUided, morc’o~*er, That such weeks shall be cc;unted  (as if benctits
for total unemployment had been paid therefor) against the employee’s masi-
mum weeks of benefit per year.

(‘7) RefusnZ of suitable cl?zpZope?zt.-If  an otherwise eligible employee fails,
without good cause, either to apply for suitable employment when notified by
the employment office, or to accept suitable employment when offered him he
shall thereby become ineligible for benefits for the week in which such failure
occurred and for the 3 nest following weeks : Providecl.  moreovw, That such
weeks shall be charged (as if benefits for total unemployment had been paid
therefor) against the employees’ most recent weeks of employment against
which benefits have not previously been charged hereunder, and shall also be
counted against his maximum weeks of benefit per year.

“ Suitable employment ” shall mean any employment for which the employee
in question is reasonably fitted, which is locatecl within a reasonable distance
of his residence or last employment, and which is not detrimental to his health,
safety, or morals. No employment shall be deemed suitable, and benefits shall
not be denied under this act to any otherwise eligible employee for refusing to
accept new work, uncler any of the following conditions : (n) If the position
offered is vacant d.ue directly to a strike, lockout, or other labor dispute ; (b) if
the wages, hours, and other conditions of the work offered are less favorable to
the employee than those prevailin,e for similar work in the locality ; (c) if
;lcceptance of such employment would either require the employee to join a
company union or woulcl interfere with his joinin,0 or retaining membership in
aily bona fide labor organization.

NcYrE.-The above definition of “ suitable employment ” is required in the
Federal bill, and the wording of the entire last sentence should not be
altered.

( Optional provision)

,(8) Employees barred from bmefits  ?I.?/  wage disqlcaZification.-An  employee
shall not be eligible for any benefits whatever based on his past xeeks of
employment by a given employer, if he loses his employment with such em-
ployer after being regularly employed by him (for at least 20 out of the last
24 calendar months) on a minimum salary basis (payable and paid, for each
of such 20 months, whether or not the employer had wage-earning work avail-
able for the employee) amounting to at least $-- per month.
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NOTE. -No State is required to include in its law the above subsection
(8). Any denial of benefits to an employee, because his wages have been
relatively high, is very complicated to administer and apt to be inecluitable
in many cases.

The $15 weekly benefit maximum will in itself result in higher-paid
workers receiving in benefits a relatively lower percentage of their full-
time weekly wages.

If some wage disqualification is to be used, it should not be based on
mere hourly or weekly wage rates but rather on annual (salary) earnings.

Hence, the above subsection is set forth (as the best provision of this
type) without being recommended.

SECTION S. SETTLEMENT  OF I:ENEE'IT CTA.UbTS

NOTE ON HAXDLIXG CI;L4r&~s.-The  following section has the great advan-
tage of leaving the appeal arrangements flexible, so that they can be set
up (and changed) by the administrative authority after further study and
experience, without the necessity of legisltltive amendments.

(1 )  Pilil2y.--Benefit claims shall be filed ;It the employment office, pursuant
to general commission rules.

(2) Initial determinntion. ----A deputy designated by the commission shall
promptly cletermine  whether or not the claim is valid, and the amount of
benefits apparently payable thereunder, and shall duly noti’fy the employee and
his most recent employer of such decision. Benefits shall be paid or denied
accordingly, unless either party requests a hearing within 5 calendar days after
such notification was cleliverecl to him or was m:lilcd  to his last known address.

(3) Appeals.---Unless such request for a hearing is withdrawn, the claim
thus disputed shall be promptly clecicled, after affording both l>arties reasonable
opportunity to be heard, by such appeal tribunal as the commission may desig-
nate or establish for this purpose. The parties ~41~411 be duly notified of such
tribunal’s decision, which shall be deemed a final decision by the commission
except in cases where the commission acts on its own motion or, pursuant to
general rules, permits the parties to initiate further appeal or review.

(4) Appcnl t~ibz~~~17~.--To  hear ancl decide disputed claims, the commission
may establish one or more appeal tribunals consistin,w in each case of one full-
time salaried examiner (or commissioner) who shall serve as chairman, and of
two other members, namely an employer or representative of employers ancl an
employee or representative of emploSees, who shall each be paid a fee of not
more than $10 per day of active service on such tribunal (plus necessary
expenses) and shall serve until replacecl by the commission, except that no
person shall hear any case in which he is a clirectly  interested parr;y. The
chairman of such appeal tribunal may act for it at any session in the absence
of one or both other members, provided they have had due notice of such
session.

(5) Procedzlre.----The  manner in which claims shall be presented, the reports
thereon requirecl  from the employee, ancl from employers, and the conduct of
hearings and appeals shall be governed b3 general commission rules (whether
or not they conform to common law or statutory rules of eviclence and other
technical rules of procedure) for determining the rights of the parties. ,4 fuil
and complete recorcl shall be kept of all proceedings in connection with a dis-
puted claim. All testimony at any hearing shall be taken clown by a stenog-
rapher, but neecl not be transcribed unless the disputed claim is further
appealed.

( 6 )  Comnl ission  rericzr;.-The  commission shall have the power to remove
or transfer the proceedings on any claim pending before a deputy, appeal
tribunal, or commissioner ; an{1 may on its own motion (within IO days after
the date of any decision by a deputy, appeal tribunal, commissioner, or by
the commission as a body) affirm, reverse, change, or set aside any such deci-
sion, on the basis of the evidence previously submitted in such case, or direct
the taking of adclitional testimony.

(7 )  Ap,peol to  courts.---Except as thus provided, any clecision (unless np-
pealed pursuant to general commission rules) shall, 10 clays after the date of
such decision, become the final decision of the commission, and all findings
of fact made therein shall (in the absence of fraud) be conclusive; and such
decision shall then be subject to judicial review solely on questions of law.
Such juclicial review shall be barred unless the plaintiff party has used and
exhausted the remedies provided hereunder and has commenced judicial action
(with notice to the commission) within IO days after a decision hereunder
has become the final decision of the commission in the disputed case.
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(8)  Oaths  and witnesses.- In the discharge of their duties under this section
any deputy, any member of an appeal tribunal, and any examiner, commis-
sioner, or duly authorized representative of the commission shall have power
to administer oaths to persons appearing before them, take depositions, certify
to official acts, and by subpenas (served in the manner in which court subpenas
are served) to compel attendance of witnesses and the production of books,
papers, documents, and records necessary or convenient to be used by them in
connection with any disputed claim. Witness fees and other expenses involved
in proceedings under this section shall be paid to the extent necessary, at rates
specified by general commission rules, from the unemployment administration
fund.

.

SECTION 9. COURT REVIEW

(Not drafted because of differences in State courts, etc.)

Each State should draft a section consistent with its judicial structure and
procedure. This section should specify : (I) Type of legal action, (2) the
court or courts to be used, (3) transmission by the commission of the record
in the case, (4) assessment of court costs, and so forth.

Some States have, under their accident compensation laws, found it desir-
able to have a single court handle all such cases, thereby developing a tribunal
with specialized knowledge and experience in this field. Such procedure might
well be followed in the new field of unemployment compensation.

Note on a,dmCnistrntiz;e  orgahzation  (possible tzjpes) .-The work involved
in the administration of a State unemployment compensation law will be very
considerable.

The administrative expenses (includin g the operation of public employment
offices), judging by experience abroad, will be at least 10 percent of the
annual contributions. E‘or each million of population, if the State’s employ-
ment and wage rates are about the average of the entire country, unemploy-
ment compensation contributions (at 3 percent) would average about $3,5OO,OOO
annually under existing conditions, and the administrative expenses (at IQ
percent) would be about $350,000 annually (per million of population) after
benefits start. (Federal grants will cover most of these administration costs,
provided the State administration complies with Federal standards.)

Hence, many States will desire to create a new full-time commission, suitable
for dealing with the many new accounting, legal, and administrative problems.
This bill embodies the organization of such a commission (see sect. IO below),
briefly as follows :

1. Administration by a new salaried commission of three members, which
will determine the policies, adopt necessary rules and regulations, act as the
board of review for appealed cases, and have general supervision of the routine
administration through a clirector  or a secretary.

However, some States, in the light of their present administrative organiza-
tion or because of a smaller volume of work, may n-ish to consider the follow-
ing alternative plans of organization :

2. Administration under the present labor department, but with a new divi-
sion headed by an executive director in direct charge of administering the
unemployment compensation act and the employment offices. If this is done,
a part-time or full-time commission to help in formulating general policies and
to review appealed benefit cases is desirable.

3. A new part-time (per diem) board, with a salaried executive director.
Such a part-time board would review appealed benefit cases, have jurisdiction
over general policies, pass upon rules and regulations, and be responsible for
the administration, selecting the director who would be subject to the board.
(Such a part-time board should be used in smaller States.)

4. Administration by a single new commissioner, with a part-time (per
diem) board appointed by him. Such a part-time board might well review
appealed benefit cases, and would advise the commissioner on general policies.
(Such part-time board should be used only in smaller States.)

SECTION 10. UNEMPLOYMENT COMPENSATION COMMISSION

(I) Organ ixation.- There is hereby created a commission of three members,
to be known as the Unemployment Compensation Commission of ----i;;t..T.7--.

The members of the commission shall be appointed by the Governor within 90
days after the passage of this act. The commissioners thus appointed shall
serve, as designated by the Governor at the time of appointment, I for a term
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of 2 years, 1 for a term of 4 years, and 1 for a term of 6 years. At the expira-
tion of such initial terms appointments shall be made for a term of 6 years in
each case. Any appointment to a vacancy shall be for the unexpired term in
question. No commissioner shall, during his term of office, engage in any
other business, vocation, or employment, or serve as an officer or committee
member of any political party organization. The Governor may at any time,
after public hearing, remove any commissioner for gross inefficiency, neglect
of duty, malfeasance, misfeasance, or nonfeasance in office,

(2) Salaries.- E a c h commissioner shall be paid a fixed monthly salary,  at
the rate of - thousand dollars per year of service, from the unemployment
administration fund.

NOTE.-To secure persons with ability, training, and experience reason-
ably equal to their new and difficult task, the State should expect to pay
each commissioner approximately $2,000 per million of State population,
but not less than $4,000 in any event.

(3) Quorum.- A n y two commissioners shall constitute a quorum to transact
business. No vacancy shall impair the right of the remaining commissioners
to exercise all of the powers of th,e commission, so long as a majority remain.
The commission shall determine its own organization and methods of procedure.

SECTION 11. ADMINISTBATION

(1) Duties and powers of commission.- I t shall be the duty of the commis-
sion to administer this act; and it shall have polver  and authority to adopt
and enforce all reasonable rules and orders necessary or suitable to that end,
and to employ any persons, make any expenditures, require any reports, and
take any other action (within its means and consistent with the provisions of
this act) necessary or suitable to that end. Annually, by the 1st clay of
February, the commission shall submit to the Governor a summary report cov-
ering the administration and operation of this act during the preceding calendar
year, and making such recommendations as the commission deems proper.
Whenever the commission believes that a change in contribution ancl/or benefit
rates will become necessary to protect the solvency of the fund, it shall at once
inform the Governor and the legislature thereof, and make recommendations
accordingly.

(2) General commission rules.- G e n e r a l rules, interpreting or applying this
act and affecting all (or classes of) employers, emplpyees, or other persons or
agencies, shall be adopted by the commission only after discussion with a
representative State-wide aclvisory counci l  (const i tu ted as  here inaf ter
described) or after public hearing (before the commission) of which notice
hds been given through the press. Such general commission rules shall, upon,
adoption by a majority of the commission, be duly recorded in its minutes and
be filed with the secretary of state, and shall thereupon take legal effect. Such
rules may be amended, ‘in th,e same .manner as is above provided for their
adoption.

( 3 ) Publication. -The commission shall cause to be printed in proper form
for distribution to the public the text of this act, the commission’s general rules,
its annual report to the Governor, and any other material the commission deems
relevant and suitable, and shall furnish the same to any person upon applica-
tion therefor  ; and such printing and availability upon application shall be
deemed a sufficient publication of the same.

(4) Personnel.-The commission is authorized, within its means, to appoint
and fix the compensation of such officers, accountants, attorneys, experts, and
other persons as are necessary in the execution of its functions. All positions
in the administration of this act shall be filled by persons selected and appointed
on a nonpartisan merit basis, under’ rules and regulations of the commission.
The commission shall not employ or pay any person who is serving as an officer
or committee member of any political party organization. The commission
shall fix the duties and powers of all persons thus employed, and may authorize
any such person to do any act or acts which could lawfully be done by a
commissioner. The commission may in its discretion bond any person handling
moneys or signing checks hereunder.

NOTE.-A nonpartisan merit basis must be used, to secure any Federal
money for administrative costs.

(5)  Adtisorg  cowz&Zs.-The commission shall appoint a State-wide advisory
council and local advisory councils, composed in each case of equal numbers of
employer representatives and employee representatives (namely of persons who
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may fairly  be regarded as thus representative because of their vOcation, em-
PlOYment,  or afiliations),  and of such members representing the public generally
as the commission may designate. Such councils shall aid the commission in
formulating policies and discussing problems related to the administration Of
this act and in assuring impartiality, neutrality, and freedom from political
influence in the solution of such problems. Such advisory councils shall serve
without compensation, but shall be reimbursed for any necessary expenses.

.

(6) Ernp,logment  stabilization. - I t shall be one of the purposes of this act
to promote the regularization of employment in enterprises, localities, indus-
tries, and the State. The commission, with the advice and aid of its advisory
councils, shall take all appropriate steps within its means to reduce and pre-
vent unemployment ; to encourage and assist in the adoption of practical
methods of vocational training, retraining, and vocational guidance ; to investi-
gate, recommend, advise, and assist in the establishment and operation, by
municipalities, counties, school districts, and the State, Of reserves for public
works to be used in times of business depression and unemployment ; to promote
the reemployment of unemployed workers throughout the State in every Other
WRY that may be feasible; and to these ends to employ experts and to carry
on and publish the results of investigations and research studies.

(7) Records and reports.-Every employer (of any Person in this Sta.te)
shall keep true and accurate employment records Of all persons employed
by him, and of the weekly ho77rs worked for him by each, and of the weekly
wages paid by him to each such person. Such records shall be open to
inspection by the commission or its authorized representatives at any reasonable
time and as often as may be necessary. .The commission may require from
any employer (of any Person in this State) any reports covering Persons
employed by him, On employment, wages, hours, unemployment and related
matters, which the commission deems necessary to the effective administration
of this act. Information thus obtained shall not be Published 0~ be oPen to
public insPection in any manner revealing the employer’s identity, and any
commission employee guilty of violating this Provision shall be subject to
the penalties provided in this act.

(8) Representation in cowt.---On  request of the commission the at.torney
general shall represent the commission and the State in any court action
relating to this act or to its administration and enforcement, escePt as special
counsel may be designated by the commission with the approval of the Governor
and except as otherwise provided in this Act.

(0) State-Federal coopernt,io,tl.-The  commission is hereby authorized and
directed t0 cooperate in all necessary respects with the appropriate agencies
and departments of the Federal Government. in the administration Of this
act ancl of free public employment offices ; and to make all reports thereon
requested by and directly interested Federal agency or department; and
to accept any sums allotted or apportioned t0 the State for such administra-
tion, and t0 comply with all reasonable Federal regulations governing the
expenditure of such Snms.

(10) Enbployment  O@ces.-The commission shall establish and maintain Such
free public employment of&es, including such branch offices, 2~ may be
necessary for the proper administration of this act. The commission shall
maintain a division for this purpose. The existing free public employment
Offices  of the State (if any) shall be transferred to the jurisdiction Of such
division ; and upon such transfer all duties and powers conferred by law upon
any other department, agency, or Ofbeer  relating to the establishment, main-
tenance, and operation of free Public  employment oflices shall be vested in
such division. All moneys  thereafter made available by or received by the
State for the State employment service shall be Paid to (and expended from)
the unemployment administration fund, and a special “ employment service
accouI1  t ” shall be maint;tined  for this purpose  as a part of said fund.

(1) Formal accepta?zce.-The State hereby accepts the provisions of the
Wagner-Peyser Act approved June 6, 1033 (48 Stilt. 113, U. S. C., title 29,
sec. 49 (c), “An act to provide for the establishment of a national employ-
ment system and for cooperation with the States in the promotion of sufh
system, and for other purposes, ” in conformity with section 4 thereof, and wrll
observe and comply with the requirements of saicl act of Congress.

(2) State emploffment service.-There is hereby created, under the Unem-
ployment Compensation Comnlission,  a division to be known as the “
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State Eml~lo~inent SW\-ice  “, which shall be aftiliated jvith the United States
Kmploymell  t Service. The suit1  d ivis ion is  hereby designated and con-
stituted the agency of this State for the purposes of the Wagner-Peyser hct,
The said division shall be administeretl  by R full-time salaried director, who
is hereby c@ven  full power to cooperate with all authorities of the United
States having powers or duties under the said act of Congress and to do and
perfOrIll all things necessary to secure to this State the benefits of the said
act of Congress in the promotion and maintenance of a system of public
employment ofices.

( 3 ) Pin ancifzg.- All moneys made available by or received by this State
under said act of Congress shall be paid into a special “ employpent service
account ” in the unemployn!ent  administration fund, and said moneys are
hereby appropriated and made available to the “ State Employment:
Service ” to be expended as provided by this act and by said act of Congress.

NOTE .-The Federal economic security measure requires that the State
accept the provisions of the Wagner-Peyser Act for the establishment of
IIT\ effective  system of public employment offices.

The above section can be used for this purpose and can properly be
included in this bill even where the Stale has already accepted the Wagner-
Peyser Act.

This bill places the State employment service under the commission
administering the unemployment compensation law, as is proper and vir-
tually necessary for the effective operittion of both the service and the law.

However, in ease a given State does not wish to place its State employ-
ment service under the Unemployment Compensation Commission, then the
above section should be omitted or modified, and subsection (IO) of sec-
tion 11 should also be modified. The Govemor or the State’s labor depart-
ment should in that case secure advice from the United States Employ-
ment Servict’, Department of Labor, Washington, D. C., on the procedure
and clxmges in this bill which would in that case become necessary.

SEC'1IOx 13. BECIPROCAL BENEFIT ARRANGEMENTS WITH OTHFR STATES

The commission is hereby authorized, subject to approval by the Governor,
to enter into reciprocal arrangements with the proper authorities, in the case
of any other unemployment compensation system established by any State law
or by an act of Congress, as to persons who have (after acquiring rights to
benefits uncler  this act or under such other system) newly come under this
act or under such other syskm,  whereby such benefits (or substantially e!:aiv-
alent benefits) shall be paid (or both paid and financed) in whole or in part
through (or by) the fund of the unemployment compensation system newly
applicable to such person. Such reciprocal arrangements shall be adopted and
lmblished by the commission in the same manner as its general rules.

Nom.-The above section is designed to make possible reciprocal arrange-
ments whereby an employee will not lose his benefit rights if he moves
from one State to the other, or from employment covered by a direct act
of Congress. The wording should not be altered.

SK!'I'ION id. PROTECTION OF RIGHTS AND BENEFITS

(1) Tl’ff ice?’  of Tights  void.-No agreement hy an emplo,vee to waive his right
to benefit or any other right under this act shall be valid. Ko agreement by
an employee or by employees  to ~LQ- all or any portion of the contributions
required under this act from employers shall be valid. X0 eml)loyer  shal l
make or require any deduction from wages to finallee the contributions requireil
of him, or require any waiver by an employee of any right hereunder. Any
employee claimin,0 a violation of this section may have recourse to the method
set up in this act for deciding benefit claims ; and the commission shall have
power to take any steps necessary or suitable to correct and prosecute tiny suCh
violation.

(2) Lirnifutioll  of fees.---l;o eml)lo,\-ee  sllall  be c:!;rti’g;‘e\.i  fee-?‘: of :;ny kind b3
the commission or its representatives in any proceeding under this act. ,Sny
employee claiming benefits in any proceedin,e or court action may be repre-
sented by couriscl or otiler clulr authorized agent ; but no such counsel or agents
shall together charge or receive for such serviceq  more than IO percent of the
maximum benefits at issue in such proceeding or court action.

(3) No assig’rmem? or garwisl~mc~~t  of bellefits.---Benefits  which are due or
may become due under this act shall not be assignable before payment, but
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this provision shall not affect the survival thereof ; and when awarded, adjudged,
or paid shall be exempt from all claims of creditors, and from levy, execution,
and attachment or other remedy now or hereafter provided for recovery or
collection of debt which exemption may not be waived.

SEC. 15. COLLECTION OF CONTRIBUTIONS

(1) Interest 092 tardy puyrmwts. - I f any employer fails to make promptly,
by the date it becomes due hereunder, any payment required to be made by
him under this act, he shall be additionally liable (to the unemployment admin-
istration fund) for interest on such payment at the rate of 1 percent leer month
from the date such payment  became clue until paid, pursuant to general com-
mission rules.

( 2 )  Bankrzhptcfj.-In the event of an employer’s dissolution, bankruptcy,
adjudicated insolvency, receivership, assignment for benefit of creditors, judi-
cially contirmecl extension proposal or composition, or any analogous situation,
contribution payments then and thereafter due under this act shall have the
greatest priority (subsequent tu taxes, but at least equal to wage claims) then
permitted by law ; but this subsection shall not impair the lien of any judgment
entered upcm any award.

(3) Court wction. - U p o n complaint of the commission, the attorney general
shall institute and prosecute the necessary actions or proceedings for the re-
covery of any contributions or other payments due hereunder ; or, at his request
and under his direction, the prosecutin g attorney (of any county in which the
employer has a place of business) shall institute and prosecute the necessary
actions or proceedings for the recovery of any contributions or other payments
due hereunder.

SECTION 16. PENALTIES

(1) Whoever willfully makes a false statement or representation to obtain
or increase any benefit or other payment uncler this act, either for himself or
for any other person, shall upon conviction be punished by a fine of not less than
$20 nor more than $50,  or by imprisonment in the county jail not longer than
30 days, or by both such fine and imprisonment ; and each such false statement
or representation shall constitute a separate and distinct offense.

(2) Any employer (of any person in this State) or his agent who willfully
makes a false statement or representation to avoid becoming or remaining sub-
ject hereto, or to avoid or reduce any contribution or other payment required
of such employer under this act, or who willfully fails or refuses to make any
such contribution or other payment or to furnish any reports duly required
hereunder, or to appear or testify or produce records as lawfully required here-
under, or who makes or requires any deduction from wages to pay all or any
portion of the contributions required from employers, or who tries to induce any
employee to waive any right under this act, shall, upon conviction, be punished
by a fine of not less than $20 nor more than $200, or by imprisonment in the county
jail not longer than 60 days, or by both such fine and imprisonment; and each
such false statement or representation, and each day of such failure or refusal,
and each such deduction from wages, and each such attempt to induce shall
constitute a separate and distinct offense. If the employer in question is a
corporation, the president, the secretary, and the treasurer, or officers exercising
correspondin g functions, shall each be subject to the aforesaid penalties.

(3) Any violation of any provision of this act for which a penalty is neither
prescribed above nor provided by any other applicable statute, shall be punished
by a fine of not less than $20 nor more than $50, or by imprisonment in the
county jail not longer than 30 days, or by both such fine and imprisonment.

(4) On complaint of the commission the fines specified or provided in this
section may be collected by the State in an action for debt. All fines thus
collected shall be paid to the unemployment administration fund.

SECTION l'i. UNEMPLOYMENT ADI\LINISTR,1TTOK  F'Uilu'D

(1) XpeciaZ fund.-There is hereby created the “ Unemployment Compensation
Administration Fund “, to consist of all moneys received by the State or by
the commission for the administration of this act. This special fund shall be
handled by the State treasurer as other State moneys are handled; but it shall
be expended solely for the purposes herein specified, and its balances shall not
lapse at any time but shall remain continuously available to the commission
for expenditure consistent herewith.
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(2 )  FedernZ aids.--*411 Federal moneys allotted or apportioned to the State
by the Federal Social Insurance Board (or other agency) for the administra-
tion of this act shall be paid into the unemploylment  administration fund.

(3) EmpZoym,ent  service account.-A special “ employment service account ”
shall be maintained as a part of said fund.

SECT?.ON 18. APPROPRIATTONS

(1) All moneys in the unemployment administration fund at any time are
hereby appropriated to the unemployment compensation commission, including
its employment service division.

(2) There is hereby appropriated, to the employment service account of the
unemployment administration fund, from any money in the State treasury ‘not
otherwise appropriated, on July 1, 1935, and annually thereafter on the 1st day
.of July, the sum of $----.13

SECTION 10. SAVING CLAUSE

The legislature reserves the right to amend or repeal all or any part of this
act at any time; and there shall be no vested private right of any kind against
such amendment or repeal.

Nom.-This  provision is required by the Federal bill as a condition for
the allowance of credits against the Federal pay-roll tax.

SEC!L'ION, 20. SEPARABILITY OF PROVISIONS

If any provision of this act, or the application thereof to any person or cir-
ccumstance, is held invalid, the remainder of the act and the application of such
provision to other persons or circumstances shall not be affected thereby.

SECTION 21. EFFECTIVE DATE

This act shall take effect upon passage.
NOTE.-This  section should be modified where necessary to conform with

the State’s regular requirements for official publication, etc., prior to the
taking effect of its State laws.

NoTE.--A~~  State which desires to do so may of course modify the foregoing
“bill to permit certain employers (or groups) to maintain separate 6‘ gunranteed
emploum est uccounts.” The Federal economic security measure includes certain
standards which would apply to any such account permitted under a State law.
(The State law could, however, provide additional standards.)

. Gzuwa&eed  empZoyme?at  (optfional  provi.sion)

,(For possible inclusion in either type of model State unemployment compensa-
tion bill)

NOTE.---iiny State which desires to do so may include the following op-
tional provision, as a new section to be inserted in either of the model
State bills prepared by the President’s Committee on Economic Security.

This provision would permit certain employers, in the discretion of the
administrative agency, to establish special guaranteed employment accounts
within the State unemployment compensation trust fund.

If the following new section is inserted in either model State bili (pre-
sumably immediately following the present sec. IS), then the present sec-
tions 19, 20, and 21 should of course be renumbered accordingly.

x This sun] should be about  3 cents per cnpit,z  of the State’s population. (Thus, a
State of l,OOO,OOO  inhabitants should make an appropriation of at least $30,000.) This
should insure the State’s receiving its full share o f the Federal  money now available
from the United States  Employment  Service under  the FF7agner-Peyser  Act.  Any State
may secure mtore csnct information on the Federal “ matching” requirements from the
United States Employment Service, Washington, D. C. Such an appropriation will be
relativclv sLnal1,  as  compared to the total  cost  of  the State’s  employment  service,  in
view of ‘its enlarged functions under this act. (The bulk of the cost will be financed
from Fedcrnl  money, raised largely from employers subject to the Fecleral pay-roll tax
and the State unemployment compensation law. Not only such employers wil l  bene-
fit by an effective State-wide employment service, but  a lso the ent i re  community.)
Hence,  i t  is essent ial  that  the State  (from general  tax funds)  appropriate  at  least
the  suggested  small  f ract ion of  the total cost  of  i ts  employment service.
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( 1 )  Pcrriyilis8iojl  t o  ester  blis71.---Subject  t o  t h e  ixquireilleikts  of’ tliis ‘;l~:t,  tile
cornmission  may lxrniit ::nJ-  twplvyer to establish it guarailt~ecl-eill!,loYllient
plitn, covering a l l  llis erllplo)-ees  i n  one  o r  inow  distinct  e.;t~Li)!isilliltlll~~, and
to maintain within the fun11 for the purposes of this secciou ~1 gtiLlrZllltW:d-
eJllploymerlt accounJ,  which shall be separate from and additional to any benefit-
reserve account he irl;l~-  have in the fulid (covering all his other employees, not
co\-ered under said gufl~~~nteecl-elllylo,\-nlelIt:  plan) . L1s a condition of perniittirg
;t guaranteetl  employment plan and of maintainin,v within the fund a guarnn-
wed-employment account, the comm*ission shall require the employer in clues tion
to furnish such separate security (or such other assurance that his employees
J\*ill  receive the full \\*nges ,gu;trantec~tl  tl2em by the eJnl)loyer under such plxn)
as the c*ommission deems reasonable.

(2) d,~wz~aZ  wuge gltclj*azz  tg.-The commission shall approve mcl permit a
guaranteed employment plan only when the given employer guarantees in
R(lvance, to all his emulo)-ees (except as hereill’after provided) in one or more
distinct establishments, full wages for each of 40 separate calendar weeks
within the calendar year. An employer’s guaranteed eml)loyment  plan shnll
be subject to approval by the commission and to all apl~licable general corn--
niissiorl rules, itlld  shall commence for the calendar year 193s  or :1L such
la ter  date  and under  swh condi t ions  (governing partial t ransfer  of the
employer’s past contributions and all other relevant. questions) as tile commis-
sion may approve. In the case of an employer commencing his guaranty to
some or all of his employ-ees after the start of a calendar year, four-fifths of
the remaining weeks jvithin such year shall be subject to the stantlard  pn:\rz~nt:y
of full wages per guaranteed week.

X;oTE.-‘The fortg)in” lilil~~1age i s  ill cwnfomlity \vith t h e  1)ro~hk;etl
Federal economic secu’city  measure. An amendment is under considera-
tion which \voultl require a guarantee of 30 hours wag-es for 40 weeks
or their equivalent. If iliiopted, a provision alon,cr the following line \vould
be appropriate :

(Alterncrti~e  pmvisim)

(2) A~nucrl  zccqe QUctrtXll  t]J.-The commission shall approve al:cl pewlit a
guaranteed employment plan only when the given employer guarantees in
advance, to all his employees (except as hereinafter provided) in one or more
distinct establishments, 30 hours wages for each of 40 separate calendar
weeks within the calt-ndar ;\*ear. (Where an employer g’uarantees  to his
employees in advance more than 40 weeks within a calenclar year, for each
such extra guaranteed n-eek 1 hour shall be deducted (as to all guaranteed
weeks) from the 30 guaranteed weekly hours otherwise applicable, except that
in no case shall  ai1 emplo)-er’s guaranty  under i-his section amount to 1cs.s  thnn
20 guaranteed hours per guaranteed week.

An employer’s guarxntwd  employment plan shall be subject to approval by
the commission and to :;ll applicable general commission rules, and shall com-
mence for the calendar year 1035 or at such later clatc and uncler such conditions
(governing partial  tram Isfer oft the employer’s past  contributions and all other
relevant questions) as the commission may approve. In the case of an
cmplo~w m!rlnlerlc~ill~ 11;s  gx’ut~  rant>- to  some or :!!I  of  his enlployees  af ter  the
start of n calen! !:!r yvctr I*. l‘out*-fifths;:  of  thp rem:lir:ing ii-eekn lvithin  such yeal
shall be subject to tl:e standard guaranty of 30 hours’ wages per guaranteed
week.

SOTlL-The bnl::nw  of this provision is al~plicable whether Or not such
amendment is adopted.

An employer’s guaranty shall commence for each employee whenever he has
once completed a probationary period with such employer of 12 weeks of
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(a) Which would not be counted as 2 “ week  of ~n~~~lr~ywnt ” for hen&t
purposes under this act ;

( fi) In which the employee is physically unable tn work :
(c’) I n  w h i c h  t h e  e m p l o y e e  f a i l s  withont  gc)wl WUSP to accept xnit;~ble

employment when offered  him :
(rl) In which a labor clispute is still in active progress in the establishment

in question ;
(c) After the employee has left his employment \-oluntnril:-  without good

cause connectecl with such employment ;
( f) After the employee has been discha~~ged  for pro\-ec7  nlisconc7uct  connectecl

with his employment.
( 3 )  Rcl)efit 2.cqzlirelllellIs.--Ang eniployec,  c~])lo:~~ctl  i:r a  guaranteccl &-ah-

lishrnent.  but  laicl off (without connneucement of gu3Yilnt~)  at OP p r i o r  t0
the close of his above requirecl  probationary li~riotl, ~1~11  bc paitl from the
empl0;ver’S ~uarantced-~rnl)loSlncnt :Lccount  the Iwnefits (l)ilSe<l  o n  h i s  weeks
of  employnlent by such  empioyer)  to  which  l!c \\*oulcl  be  cnl-itlecl under the!
stanc72rcl  benefit 1Kovisions  of tllis act. Ill’ tl:e case qf any e m p l o y e e  laid
off by the enipioyer after t’ulfillment o f  llix g:‘uarilntF  b u t  prior t o  tlw tom-
nwn~ement  of  the  next  ensuing wlendar year, s~ich  ~inp~o~-c~ sh211.  w h i l e
unclnployed  aucl eligible within such ensniu.rS calendar j-ear. receive from tllc
employer’s gunranteecl-employment account the benefits (based on his weeks
of employrncnt  by such employer) to wlricll he n-oultl be entitlerl  u!:tier  the
stnnrlard  benefit provisions of this act.

( 4 )  P~!/nle,zta.-Tlle!.e  sh:~ll b e  crcdite!tl  t o  an employer’s  ~lln~,r\nteccl-t~~~l-
ployinent’ a c c o u n t  all a m o u n t s  paitl b y  llini t o  the funcl f o r  such :?Ccount
(exclusive of his recluirecl contributions to the fun!1 ‘,‘: lJooler7 account. and es-
elusive  of all payments based on the wages of employees not eml~loyerl in
his guaranteed establishment or establishments). Any such employer may
at any time make voluntary l)ayments (;I cldi tiollnl to the contributions to thy
contribntions  required under this act) to his .waranteed-employment  account
in the fund, pursuant to general commission rules. ,4n y cleficinecy wages pay-
able hereunder in fulfillment of the employer’s guaranty to an employee shall
be pai(7  by the employer directly unless the comn:ission  finds that the employer
is fin:lnc-+iti!lj-  unzlble to fnlfill  his .gxar:lnty.  in whii*h case they shall be ptitl
from ?liz: guaranteecl-employment account. Thew shall be payable from the
employer’s ,2xaranteed-employment accoun t  the b~ncfits p a y a b l e  umler t l!i.;
section to any of his employees (employed in a guaranteed estahlis’hment)
whose ,quaranty  is not commenced or renewecl,  ant1 who is otherwise elixiblc
for benefits under this act. If such gnararlteed-elnpl~)~ment  account is ex-
llaustcd. the balance o’f any such amounts payable hcreuntler to employees
shall Ihe paid from the fund’s pooled account.

(5) Conf)*ilmtion  ?.eq?ril,cn?~nts.-An employer’s  rcquircci  to ta l  co~:tribution
rate (on his guaranteed establishment pay roll) shrill, after  he has contributwl
for at least 3 years. be based on his guaranteecl-enil~lo~m~nt  experience, anc7
shall be determined by the commission for each calenilay year, at its beginnill!z.
pursuant to all the following conditions :

(0,) X0 employer s contribution rate (based on his
pay &II) sh:?ll be reducecl unless his employment

,nunrnnteetl-csti~blishrneni:
<guaranties  for the last com-

pleted calendar year were fulfilled, Mthout  any deficiency wages being paid
from his ~:uaranteecl-emlploymellt account, flnc7  without an-v  benefits T>ay:\ble
from such account within such year being paic7  from the funcl’s pooled nrconnt.

( b) Whenever the employer’s guaranteed-employment account at the close of
a calendar ~eilr  equals  at least -* percent of his (guaranteecl establishment)
pay roll f:,r such year? am7 at least tn-ice the ;\monnt  of rlc$ictienc.v  ~\-a~(~S n~ltl
benefits payable for such year under this scction,  he shall contribute for tht?
ensuing calendar year -q:* percent of his (guaranteed establishment) pay 1-011
to the State poolecl fund : provicled that uncles* all other conclitions  11~ shall
contribute on such pay roll at the stnntlnrcl rate provider1 in this act.
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NOTE.---In  the pending economic-security measure, as introduced, the first
figure (*) is 795 percent and the second figure (**) is 1 percent ; but these
figures are of course subject to final action by Congress.

n’oTE.---Contributions by employees might cause some complications if
required in connection with guaranteed-employment accounts. If  a state
nevertheless desires to include employee contributions, the following sub-
section (6) could be used.

( 6) Co?zt,‘i  bzc t iow ‘b?~ employees. -The foregoing requirements and criteria on
cont,ribution  and other payments by an employer having a guaranteed-employ-
ment account, apply to contributions made by such employer on his own behalf,
and to the payments to his employees to be financed by him. In case any con-
tributions or other payments are made for benefit purposes by the covered em-
ployees of such employer, the commission is authorized and directed to assure by
any suitable general rules that the employer shall at all times himself finance
the required deficiency wages, and benefits at least equal to those payable by
other employers contributin g under this act to the funds’ pooled account.

( 7 )  Terwtinatio;l~  o f  accoud-If any employer maintaining a guaranteed-
employment account hereunder fails to comply -with the applicable requirements
of this act, or terminates such account with the commission’s consent, or has
for any reason ceased to be subject to this act, the commission shall transfer
and credit to the fund’s pooled account any balance then remaining in such
employer’s reserve account (except as the commission may apportion to that
employer’s or to any successor employer’s reserve account all or part of the
assets and liiabilities  in question) ; and in such case (with the above exception)
all further contributions from such employer shall be paicl,  to saicl pooled account
and all further payments to his employees shall be paid from said pooled
account.

Nom.-In case the above-guaranteed employment section is inserted in
the moclel bill of the pooled-fund type, then the following new subsections
must be inserted in that bill (and substituted for the similar inserts at the
close of the optional section on “ Employer-reserve accounts ” if that section
is also used).

Insert at the close of section 4, relating to the unemployment comi)ensation
fund :

(5) Emglo~er-reserve  accounts, within t7Le fun&.-The fund shall be mingled
and undivided ; except as separate “ reserve accounts ” (including guaranteed-
employment accounts, if any) are kept therein under provisions of this act
permitting certain employers to maintain sue11 accounts within the fund. ’

The entire balance of the fund (exclusive of such reserve accounts) shall
constitute the “ pooled account ” of the fund, to which shall be creditecl  or
charged all payments to and from the fund except as this act specifies otherwise.

Insert at the close of section 5, relating to contributions:
(  ) Contribution ra tes,  for  ernplozJers  having  reseme accounts.-Each em-

ployer for whom a reserve account (and/or guaranteed employment account, if
any) is maintained pursuant to this act shall for each calendar year make such
total contributions to the fund as are then required of him under the applicable
provisions of this act. If such total contributions, an amount equaling -*
percent of the employer’s pay roll shall regularly be credited to the fund’s
“ pooled acCount.” The balance of the employer’s payments to the fund shall
be duly allocated and credited (as may be proper in each case) to his reserve
account (or guaranteed-employment account, if any).

*No~~.~This figure is fixed at 1 percent, in the pending economic-security
measure, but is of course subject to final action by Congress.

XDUM CONCXRNING STATE OLD-AGE ASSISTANCE  (PENSION)
TO CONFORM To THE I?ED=\L ECONOMIC SECURITY BILL

LEGISLATION

(Suggested State act follows on pp. 634-640.)

PURPOSE OF THE FEDmL ECONOMIC SEOUFWI'Y BILL RELATING TO OLD-AGfl ASSISTANCE

The E’ederal  economic security bill provides for Federal grants-in-aid to
the States for old-age assistance of not to exceed 50 percent of the assistance,
under stanclards and conditions set forth in the bill. This is one of several
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provisions designed to provide security for the aged. Other parts of the pro-
gram provide for contributory annuities to be built up by compulsory contribu-
tions of employers and employees, and voluntar)  annuities for self-employed
persons.

Twenty-eight States have enacted old-age assistance laws, but many of
these laws are optional upon the local units of government, and have been put
into use in only a few counties. In many States the existing old-age assistance
laws are inoperative because of lack of funds. Federal grants to the States
will not only aid them in providing old-age assistance, but will stimulate the
States and local governments to raise local funds for this purpose.

Federal grants are to be conclitioued upon a few standarcls  set forth in the
bill. Many of the State laws contain excessive residence requirements-up to
25 years within the State. Obviously, the Federal Government could not make
grants to State systems with such strict residence requirements, for its obliga-
tions are to all of the citizens of the United States, regardless of how long
they have resided in the particular State. Many State laws have other very
restrictive provisions, such as that the applicant shall have been a citizen
of the United States for 15 years. Some States prohibit assistance to persons
who own any property; other States fix a property limit as low as $1,000, or
an income as low as $150 annually.

These and other restrictions in the State laws operate to deny assistance to
old persons in real need, as witnessed by the large numbers on the relief rolls
in States having old-age-assistance laws.

PROVISIONS WHICH MUST BE INCLUDED IN THE STATE LnW TO CCMPLY WITH THE
STiiKDARDS PRESCRIBED IX T’HE PESDIKG ECONOMIC SECURITP BILjl INTRODUCED
IN BOTH HOUSES OF THE CONGRESS

1. The State plan for old-age assistance must be State-wide and, if admin-
istered by subdivisions of the State, must be,mandatory  on such subdivisions.
It must also provide for substantial financial participation by the State.

2. A single State agency must be designated or established either to admin
ister or to supervise the administration of the plan in the State. This should
logically be the State welfare clepartment. This department or commission will
be required to make prescribed regular reports to the Federal authority to
qualify for Federal subsiclies.

3. Provision must be made that whenever an application for assistance is
denied the applicant has the right of appeal to the State agency.

4. The State plan must not disqualify an aged person who satisfies all of
the following conditions :

(n) Is a citizen of the United States.
(fi) Has residecl in the State for 5 years or more within the last IO years

prececling  the elate of the application for assistance.
(c) Is not an inmate of a public or private institution.
(a) Does not have suflicient  income (together with that of his or her

spouse) to provide a reasonable subsistence compatible with decency and health.
(Pending amendments omit this section.)

,(e) Is 6.5 years of age or older. Assistance may be limitecl to persons 70
years of age or over until January 1, 1940, but following that date assistance
may not be denied to persons otherwise qualifiecl  who are 65 years of age or
oyer.

NOTE.--These qualifications may not be increased by the States. For
example, a State law which requires an applicant to have been a citizen
of the United States for 10 years is contrary to the Federal bill, which
specifies as one condition for receipt of Federal aid that the State law must
not deny assistance to citizens of the United States. Similarly, State laws
requiring residence within the State for a longer period than 5 years are
also in conflict with the Fecleral bill. The requirement of county residence
is also contrary to, the Federal standards, unless the State makes special
provision to take care of eligible applicants who cannot satisfy the county
resiclence requirements.

The State laws, however, may be more liberal than these standards.
Assistance may be granted to other agecl persons besides those meeting
these qualifications, and the Federal Government will match on the same
basis the assistance granted to persons who satisfy these qualifications, but
it nVi!l not match assistance paid to anyone who is less than 65 years of
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age nor to anyone who is an inmate of n public or other charit:1ble  insti-
tution. There is nothing in the Federal bill, however, which bars inmates
Of such institutions from making application for assistance but they carlnot
remain inmates after the assistance is granted. The State law should
permit inmates of institutions to make application for assistance.

States may, if they see fit, grant  assistance to aged persons who have
resided less than 5 years in the State. They may also provide assistance
to aged residents: who are nvt citizens, for instance, to those \\-ho have
resided in this country for a specified period of years.

The Rxleral biI1,  as introclucetl,  pro\-ided  that State plans for ON-age
33sistallce,  irl order to qualify for Fwlerkll  aid, must not deny assistalice

nged lwrsons  whOsc income ‘* is  inadequate  to provide a rcxwnable
subsistence compatible with tlecc~~q-  ant1 he:llth  “. This section wvuld
prob,uL~ly  ha\-c made it nwessary  for States to relleal existing ~JrOViSiOllU
in their old-Q 1)’ J+C pension liX\vs  which prohil,it  the granting of aMs;!;Lnce to ZL
lwixm Iwring ;I specified ;~n-wunt of property  or income. This section is
c-mittetl i n  ameildmellts now nntlcr  consiclerxtioil. It is su,ggrstecl, never-
thciess. that Statzs ma?; Jvislk to liberalize their present olcl-tlge  laws by
rqx alirq the ar-bitr;rry l)roDertJ-  rwd income limits, r,nd thui; make  need
the C:oiltrollill~ ( onsidwatii)ll. If the property tincl income likxtions  are
repf2decl.  the St2 ttl will tloubtless  wish to include provisions for recovery
froin tlie  estate of wcil)ients  Of old-age pensions. This is the l,ractice
ifI :I n~lmber 0f St;it~s  at lwescrlt. This c*h:inge  in rhe existing old-aye-
:tssist:irlc*e  i:l\vs \\vi  I1 l)rvb;ibly  n o t  be wquiwcl Lby I;‘eclel*al legisli~tioii,  b u t
ni:l)-  he ill:irle if tl:e St:lte  wishes to 1ilWIXlize its l:i\\-.

5. ‘t’hc &3xlr~al Ijill lbwvitles tltut the Stxte  lrlw must require that at lcnst
90 ~!lu~h of the: sum paid a s  _::ssistance  as represents the share of the United
Stilt es Gwernmtl!t  ill suc:l~ :ldsistance,  shull be il  l ien nn the  es ta te  of  the
iigecl wcil)ie;lt nnrl tlittl-  tlw net nmouiit  realized by the enforcement of such
litw sl;n\J b e  dwm~~cl to 2~ ;I 1xtYt  o f  t h e StaEe ‘s t~llotment  from the United
St2 tcs G~wernment for the ;\‘e:w in which such iien is wforc~9. It is provided,
ho\\-tfvckr.  that Ilrr  snc*h lien sh*lll bc cllforcecl  tl::iiIlst  :?ny renl &ilte o f  t h e
rccil,iellt \vlii!c it is occ~u!)ic!tl  1~). the rwil)ieilt’s surviviil;:  spouse, if the latter
is not ~110~~’  than 1; ywrs jPc;unger tkirl the wci].iicnt, and cloes not marry agAn.

30~1-:.--The  Stilte lri\v s!~uulcl  m~ltc~  prOvision that on the death of a
person receiving assistance urlder the act or of the survivor of it married
couple, both of whom were so assisted, the total amount paid as assistance
i \\-ith or without int-west)  shall l)e allowed and deducted from the estxte)
by the court having  jurisdiction to settle the estate.

SUGGESTED LANXJAGE  OF A STATE OLD-AGE-~~SSIST~~NCE  Law FOR STATES WHIOH
EIAVE NOT ENACTED sum Lhws ow FOR THE MODXFIOATION  0~ ExIsmrw STATE
LAWS

(Taken largely from existing State laws which conform to the proposed
Fecleral  standards for Federa grants-in-aid)

NOTE.---The  following sections have been taken practically Verbatim
from existing State old-age-assistance laws, and are believed to conform
to the proposed Federal economic security bill RS introduced. C7ban.qe.s  i!e
the follotoing  lcrnqtmge w.!cq)  be necessary 7w319~sc  of u~lle~zdments  to the
Federul  trill bcfo~z  ennetmozt. If necessary 2 supplemental*y  statement
will be issued following enactment, if passed by Congress. A few mo<!i-
fications have been made in the esisting language of the State laws citetl
where necessary fo;*  consistency or to conform to the proposed Federal
standards. Most of the following sections are taken from the New York
‘law, which most nearly conforms to the proposed Federal act. About
half of the total assistance payments non7 granted in this country ill2 matie
in i\‘ew York. These wctions,  if considered’by the States, should be modi-
fied to fit local conditions, particularly with regard to the local organize-
tion which is set up to administer the act. Jlcrny of the rectio7fs  urc v9t
7.equired  by the proposctl E’cdercrl sttt~rtlurds but ~roz~lcl  be crpymp,r~ifrIt~.
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SECTION 1. Persons eligibk  to receive old-age assMa?zce.-Old-age  assistance
may be given under this act to any person who-

(1) Has attained the age of 65 years.
NoTE.-Federal  standards require assistance to be granted to needy old

persons of 65 years or over, but permit States to retain 70-year  minimum
until 1940. The, State may provide assistance to persons under 65 years of
age, but such assistance will not be matched by the Federal Government.

(2) Has income which, when added to the contributions in money, substance,
or service from legally responsible relatives or others, is inadequate to provide
a reasonable subsistence compatible with decency an’d health.

Nor-E.-This language is based upon the “ needs ” standard now used by
several States. It is suggested as preferable to existing provisions in many
States denying old-age assistance to persons having a specified amount of
property or income. The cost of living varies widely in different parts of
the State, and the actual need of the aged person and his circumstances
should be controlling ra ther  than an  arbi t rary  f ixed l imi ta t ion .  I f
an aged person possesses property or income of small value, it should be
taken into account in the granting of assistance, and the State should recover
the amount of assistance from the estate upon the death of the persons,
rather than to deny him assistance. (See appropriate sections below.)

(3) Is a citizen of the United States.
NOTE.-The  State may, if it wishes, grant assistance to noncitizens. who

have resided in the State for a specified period (Delaware), and such as-
sistance will be matched by the Federal Government. State laws requiring
an applicant to have been a citizen of the United States for a period of
years are contrary to the Federal bill. L-,

(4) Has been a resident of the State of ---------- for at least 5 years within
the IO years immediately preceding his application for old-age assistance..

NOTE.-The  proposed Federal bill provides a standard of not more than
5 years’ residence requirement within the previous IO years in the State.
The State may require less, but not more. Sta,te laws requiring more
than 5 years’ residence in the State will have to be amended to read
“ 5 years ” (or less).

(5) Has resided ‘in and been an inhabitant of the (county, or district) in
which application is made for at least 1 year immediately preceding the date
of the application, or has a legal settlement in the 1 (county or district) in
which, the application is made. Any person otherwise qualified who has re-
sided in the State for 5 years or more within. the IO years immediately pre-
ceding the application, and who has no legal settlement, shall file his applica-
tion in the (county or clistrict) in which he is residing, and his assistance, if
granted, shall be paid entirely from State funds’until he can qualify as having
a legal settlement in the said (county or district). For the. purpose of this
act, every person who has resided 1 year or more in any (county or district)
in this State shall thereby acquire a legal settlement in .such (county or dis-
trict), which he shall retain until he has acquired a legal settlement elsewhere,
or until he has been absent voluntarily and continuously for 1 year therefrom.

Nom.-The  existing strict local residence requirement in j old-age-assist-
ance laws are in conflict with the proposed Federal standards. This section
is designecl to protect the locality, and at the same time to conform to
the Fecleral standards.

(6) Is not at the time of receivinbm assistance an inmate, of any public or
private institution, except in the case of temporary medical or surgical care in
a hospital.

(7) Has not made a voluntary assignment or transfer of j?roperty  for the
purpose of qualifying for such assistance, except as provided in sections 21
and 22 of. this act.

(3) Is not, because of his physical or mental condition, in need of continued
institutional care. (With the exception, of subsections. (2) and (5)) this sec-
tion is taken from New Pork Consolidated Laws, Cahill’s, 1930, ch. 491/2,  art.
XIV-A, sec. 123.)

116807-33--41
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SEa. 2. Amount of tlbe assistance.-It shall be the duty of the (local old-age-
assistance agency) to provide a reasonable subsistence compatible with de-
cency and health for those eligible for old-age assistance under the provisions
of this act. The amount of the old-age assistance to any such person shall,
subject to rules, regulations, and standards of the State welfare department,
be determined by the (local old-age-assistance agency) with due regard to the .
conclitions  existing in each case. (New York Laws, ibid, partly from sec. 124.)

SEC 3. Application.-A person requesting old-age assistance under this act
shall make his application therefor to the (local old-age-assistance agency)
of the (county or district) in which the applicant resides or has a legal settle-
ment. An inmate of a public or private institution may make an application
while in such institution, but the assistance, if granted, shall not be paid
until after he ceases to be such an inmate. The application shall be made in
writing or reduced to writing, upon standard forms, prescribed by the State
welfare department. (New York Laws, ibid, sec. 124-a.)
SEC. 4. State  administraticw.-The  State welfare department shall supervise

the administration of old-age assistance under this act by the (local old-age-
assistance agencies). The State welfare department shall prescribe the form
of and print and supply to the (local old-age assistance agencies) blanks of
applications, reports, affidavits and such other forms as it may deem advisable.
The State welfare department is hereby authorized to and shall make rules and
regulations necessary for the carryin g out of the provisions of this act to the
end that old-age assistance may be administered uniformly throughout the
State, having regard for the varying costs of living in different parts of the State
and that the spirit and purpose of this act may be complied with. All rules
and regulations made by the State welfare department under this act shall be
binding upon the (local old-age-assistance agencies) and the (counties or dis-
tricts). (New York Laws, ibid., sec. 124-I.)

Snc. 5. Local admini&ration.-
NOTE.:This  section will have to be prepared to fit,the. requirements of the

individual State. It is recommended that old-age assistance be admin-
istered by a unified local welfare department, charged with all local welfare
and relief activities. This is the existing practice in several States which
have the most satisfactory welfare administration. The use of special local
boards for granting old-age assistance has the disadvantage of creating
another local agency charged with welfare functions, whereas the trend is
toward unification and integration of all welfare functions. The use of
separate agencies increases the administrative costs and prevents unified
planning and responsibility. An investigation by a qualified paid investi-
gator of each application before allowance, and periodically thereafter, is
highly advisable, and will probably be necessary to secure Federal aid.

The local welfare unit should be used for administration of old-age
assistance, but the use of units smaller than the county is inadvisable.
Many States have under consideration new public welfare codes which
would revise their old poor laws and set up a unified welfare administra-
tion. Most of the proposed laws permit the use of welfare districts con-
sisting of two or more counties, designed particularly for counties with
small populations. This should be permitted in the old-age assistance act.

SEC. 6. L0ca.Z  appropriation.-The legislative body of the (county or district)
shall annually appropriate and make available to the order of the (local old-
age-assistance agency) such a sum as may be needed for old-age assistance, and
include such sum in the taxes to be levied in the territory responsible for such
old-age assistance. Should the sum so appropriated, however, be expended or
exhausted, during the year and for the purpose for which it was appropriated,
additional sums shall be appropriated by such legislative body as occasion
demands to carry out the provisions of this act. (New York Laws, ibid., part
of sec. X34-c.)

Nom.-It is recommended that the State (with Federal aid) pay the
entire cost of administration. This will make it possible for the State to
exercise more effective control- over standards of personnel and local admin-
istration, The State may, if it wishes, however, require the local unit to
bear a part of the administrative expenses.
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SEC. 7. Reimbursement  bg.t  the State.- T h e (local old-age-assistance agency)
shall keep such records and accounts in relation to old-age assistance as the
State welfare department shall prescribe. The State shall reimburse each
(county and district) to the extent of _--_---___  of the amount expended fog’
assistance for each aged person which has been granted under the provisiofls<
of this act and in accordance with the rules of the State welfare department,

NOTE.-Since  the Federal aid to the States for old-age asgistance  wilG
probably be about one-half of the amount required, and one of the pro-
posed Federal standards is “ substantial participation ” by the States, it ia--
suggested that the State law might provide for the reimbursement of the.
local units by, say, three-fourths of the total amount. This would require 1
the State to bear only about one-fourth of the total cost. Some States will’:
wish to pay a larger share, or even the entire amount matching Fed%Eal:
aid. This in entirely appropriate. The method of payment contained ffl
this section is not required in the Federal bill. Any appropriate method
would conform to the Federal standards. If the State pays the entire
amount. this section and the two following would not be applicable.

SEC. 8. Claims for ~eilzlbu,‘se~~~e)zt.-Claims  for State reimbursement under
this act shall be presented by the respective (local old-age-assistance agencies)
to the State welfare department at such tirnes and in such manner as the,
department muy prescribe. Fo? the purposes of the annual departmental esti-
mates (for the executive budget), the probable amount needed for expenditure
by the State under this act shall be regarded as financial needs of the State
welfare department. (New York Laws, ibicl., sec. 124-e.)

SEC. 9. Approval of clakms. - T h e approval of such claims shall be made &y
the State welfare department to the extent of - of the payments made in
accordance with the provisions of this act ancl the rules of the St:lte welfare
department. The State welfare department shall certify to the (comI~trolIer)
the amounts so approved by it, specifyin g the amount to which each (county
or district) is entitled. The amounts so certified shall be paid from the State
treasury upon the audit and warrant of the (comptroller) to the fiscal officers
of the (counties or tlistricts) entitled thereto from moneys available therefos
by appropriation. (New York Laws:  ibict.. sec. 124-f.)

Sm. 1.0. Investigation of a,pplicadzt. -Whenever a (local old-age-assistance
agency) receives an application for an old-age-assistance grant, an investiga-
tion and record shall be promptly made of the circumstances of the applicanf.
The object of such investigation shall be to ascertain the facts supporting the
application made under this act and such other information as may be re
quired by the rules of the State welfare department. The (local old-age-assist-
ance agency) and the State welfare department shall have the powe? to issae
subpenas for witnesses and compel their attendance and the production of’
papers and writings, and officers and employees designated by the (local otd-
age-assistance agency) or the State welfare department may administer oaths
ant1 examine witnesses under oath.
124-g. )

(New York Laws, ibid., partly from set:.

Sm. 11. Granting  of assistame.- U p o n the completion of such investigation*
the (local old-age-assistance agency) shall decide whether the applicant is
eligible for and should receive an old-age-assistance grant under this act, the*
amount of the assistance, and the date on which the assistance shall begin. I t
shall make an award which shall be binding upon the (county or clistrict) and’
be complied with by such (county or district) until modified or vacated
shall notify the applicant of his decision in writing. If cln appllcqtlon 1s Dunlop. . . . . .

or the grant is deemed inadequate by the applicant, he Lay appekl to the State
welfilre department. The Stalte welfare department shall upon receipt of su&,
an appeal review the case. The State welfare department may also, upon it*
own motion, review any decision macle by the (local old-age-assistance agency).
The State welfare department may make such additional Investigation  as it map’
deem necessary, and shall make such decision as to the granting of assistance,
and the amount ancl nature of assistance to he granted the applicant as in its:
opinion is justified and in conformity with the provisions of this act. All de-
c’sions  of the State welfare department shall he binding upon the (county or’
district) involved and shall be complied with by the (local old-age-assistance*
agency.) (New York Laws, ibid., sec. 124-h.)
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SEC. 12. Recipieflt  shall not receive other  public assistance.-No person re-
ceiving an old-age-assistance grant under this act shall at the same time receive
any other relief from the State, or from any political subdivision thereof, ex-
cept for medical and surgical assistance. (Michigan Public Acts of 1933, Act
No. 237, sec. 25, and other State laws.)
SEC. 13. Assistacnce  may be pnid to glcard,ian. ---If the person receiving old-

age assistance is, on the testimony of reputable witnesses, found incapable of
taking care of himself or his money, the State welfare department may direct
the payment of the installments of the old-age assistance to any responsible
person for his benefit. (Michigan Public Act, ibid., sec. 26, and other State
laws.)
SEC. 14. E”zmcral expenses of pensioned person.- O n the death of ‘the recip

ient of old-age assistance, reasonable funeral expenses not exceeding $100
may, subject to rules and regulations of the State welfare department, be paid
by the (local old-age-assistance agency) if the estate of the deceased is insuf-
ficient to pay the same and the persons legally responsible for the support of
the deceased are unable to pay the same.
other State laws.)

(Maine Laws, ibid., sec. 14,” and

Nom.-It is not certain that Federal aid can be used for this purpdse.
SEC. 15. Subsequent increase of income.- I f , at any time during the con:

tinuance of old-age assistance the recipient thereof or the husband or wife
of. the recipient, becomes possessed of any property or income in excess of the
amount enjoyed at the time of the granting of the asisstance, it shall be the
duty of the recipient immediately to notify the (local old-age-assistance agency)
of the receipt and possession of such property or income, and the (local old-
age-assistance agency) may, on inquiry, either cancel the assistance or vam.
the amount thereof in accordance with circumstances, and any excess assist-
ance theretofore paid shall be returned to the State and the (county or
district) in proportion to the amount of the assistance paid by each respec-
tively, and be recoverable as a debt due the State and the (county or dis-.
trict). (California Acts, ibid., sec. IO, and other State laws.)

SEU. 16. Revocation of aid.- If at any time the State welfare department has
reason to believe, by reason of a complaint or otherwise, that an old-age-
assistance allowance has been improperly granted, it shall cause an investiga-
tion to be made. If it appears as a result of any such investigation that the
assistance was improperly granted, the State welfare department shall immedi-
ately notify the local old-age-assistance agency that it will noti approve any
payment made thereafter. (New York Laws, ibid., part of sec. 12.4-i.,)

SEO. 17. P&O&iC TwVkW  of assistance  grc&S.- A l l assistance grantsl  under
this act shall be recorisidered from time to time, or as: frequently as may be

’ required by the rules of the State welfare department. After such further
investigation as the local old-age-assistance agency may deem necessary or
the State welfare department may require, the amount and manner of giving,
the assistance may be changed or the assistance may be withdrawn if such
agency finds that the recipient’s circumstances have changed sufficiently to
warrant such action. It shall be within the power of the local old-age-assist-
ance agency at any time to cancel and revoke assistance for cause, and it may
for cause suspend payments for assistance for such periods as ,it may deem
proper, subject to review by the State welfare department, as provided in:
section 11. (New York Laws, ibid., sec. 124-j.)
SEC. 18. Qharlzge  of residence of person recezbing  old-nge assistance.-Any

person qualified for and receiving assistance hereunder in any county op
district in this State, wh,o removes to another county or district in the State,

‘shall be entitled to receive assistance under the provisions of this act after a
’ l-year residence in the county or district to which such person has removed,;
provided an agreement in writing has been entered into by and between the
two counties or districts concerned approving such transfer or removal, and
thereupon the county or district of first residence of such person shall
continue his assistance for 1 year and until the aforesaid residence has been
established by him in the second county or district. (Statutes of California,
1931, ch. 608, sec. IS%.)

SEO. 19. Reports.- Each local old-age-assistance agency shall make ‘such.
reports and in such detail as the State welfare department may from time tb
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time require, and shall transmit to the State welfare department upon its
request copies of the application and any or all other records pertaining to any
case. The State welfare department is hereby authorized and directed ta
make such reports and in such detail as may be required of it to the Federal
Government. Within 90 days after the close of each calendar year, the Stata
welfare department shall make a report to the Governor for the preceding sear,
which shall include a full account of tihe administration of this act, the
expenditure of all funds under this act, adequate and complete statistics con-
cerning old-age assistance with,in  the State, and such other information as the
State welfare department may deem advisable.

Sso. 20. Assigna.bility of assistance. -All assistance given under this act
shall be inalienable by any assignment or transfer and shall be exempt from
levy or execution under the laws of this State. (New York Laws, ibid., sec.
124-m, and other State laws.)

SEC. 21. Claims against t7ic estate of assisted perso%-The total amount paid
in assistance to the recipient of old-age assistance under this act shall be a lien
upon the estate of such recipient. On the death of a person receiving assistance
under this act, or of the survivor of a married couple, both of whom were as-
sisted, the total amount paid as assistance shall be allowed and deducted from
the estate by the court having jurisdiction to settle the estate, and paid to the
State and the county (or district) in proportion to the amount of the assist-
ance paid by each. The local old-age-assistance agency shall, under rules of
the State welfare department, require as a condition to granting assistance in
any case, that the applicant submit a properly acknowledged agreement to
reimburse the State and the county (or district) for all assistance granted.
In such agreement said applicant shall assign as collateral security for said
assistance, such part of his personal property as the local old-age-assistance
agency shall demand. At any time the local old-age-assistance agency may
execute and file with the appropriate local office in charge of public records a
certificate, in form to be prescribed by the State welfare department, showing
the amount of assistance paid to said person, and when so filed each said cer-
tificate shall be a legal claim against both the said person and his estate and
shall have the same force and effect as a judgment at law. The appropriate
local officer in charge of public records shall keep a suitable record of such
certificates without charging any fee therefor, and enter therein an acknowl-
edgement of satisfaction upon receipt of notice thereof from the local olcl-age-
assistance agency. All funds recovered under these provisions shall be allo-
cated to the county or district and to the State in the same proportion as the
assistance paid by each. No levy or lien shall be enforced against any real
estate of the recipient while it is occupied by the recipient’s surviving spouse
if the latter is not more than 15 years younger than the recipient and does not
marry again.
SEC. 22. Assignment of p~*operty bU reoipient.--- If the (local old-age-assistance

agency) shall deem it necessary, it may with the consent of the State welfare
department, require as a condition to the grant or continuance of assistance
in any case, that all or any part of the property of a person applying for aid
be transferred to said (local old-age-assistance agency). Such property shall
be managed under rules and regulations of the State welfare department by
said (local old-age-assistance agency), which shall pay the net income thereof
to such person ; said (local old-age assistance agency) shall have power to sell,
lease, or transfer such property or defend or prosecute all suits concerning it
and pay all just claims against it and to do all things necessary for the pro-
tection, preservation, and management thereof. If the assistance to such
person is discontinued durin,w his lifetime, the property thus transferred to
the (local old-age-assistance agency) shall be returned to him subject to a lien
on such property for any sums paid to him as assistance under this act, or
the remainder of such property after deducting therefrom the sums paid to
him as assistance under this act shall be returned to him. In the event of
his cleath, the remainder of such property, after declucting therefrom the sums
paid him as assistauce under this act, shall be consiclered as the property of
the beneficiary for proper administrative proceedings. The (local old-age-
assistance agency) shall execute and deliver all necessary instruments to give
effect to this section. The (proper local public attorney) at the request of
the (local old-age-assistance agency) shall take the necessary proceedings and
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represent the (local old-age-assistance agency) in respect to any matters arising
md.er sections 21, 22, and 23 of this act.

KoTE.-Since it is recommended that the State law~~., should not ,contain
property limits, these provisions for recovery in cases where there is
property are very important. Substantial amounts are recovered in States
following this procedure. The provisions for recovery will cause many .
applicants with substantial property to withdraw their applications, and
since the assistance is recoverable, will avoid criticism of the assistance
$0 persons with small amounts of property. The Federal bill requires
khat SO much of the assistance as represents the Federal aid shall be made
a lien upou the estate of the recipient. The State may, if it wishes to
do so, charge interest upon the amounts advanced as assistance, but this is
not recommended.

SEC. 23. Reeouery  of assistance papzeds. -If at any time during the con-
tinuance of old-age-assistance allowance the (local old-age-assistance agency)
has reason to believe that a spouse, son, or daughter liable for the support of
the recipient of assistance is reasonably able to assist him, it shall, after
notifying such person of the amount of the assistance granted, be empowered to
bring suit against such spouse, son, or daughter to recover the amount of the
assistance provided under this act subsequent to such notice, or such part thereof
as such spouse, son, or daughter was reasonably able to have paid.

NorE.-Interest  may also be charged if desired.
SEC. 24. Eapenses  of not.-All necessary expenses incurred by a (county or

district) in carrying out the provisions of this act shall be paid by such (county
or district) in the same manner as other expenses of such (county or district)
are paid, subject to reimbursement by the State from appropriations made by
the legislature for this purpose. (New York Laws, ibid., sec. 124-n.)

Sm.  25. FrandMe?lt not  9c .-Any person who by means of a willfully false
statement or representation, or by impersonation, or other fraudulent device,
obtains, or attempts to obtain, or aids or abets auy person to obtain-

(1) Assistance to which he is not entitled ;
(2) Greater assistance than that to which he is justly entit’led ;
(3) Payment of any forfeited installment grant ;
(4) Or aids or abets in buying or in any way disposing of the property of

the recipient of assistance without the consent of the (local old-age-assistance
agency) shall be guilty of a misdemeanor. (Minnesota Acts of 1928,  sec. 15,
and other State laws.)

Sm. 26. LimGations  of act.-All assistance granted under this act shall be
deemed to be granted and to be held subject to the provisions of any amending
or repealin g act that may hereafter be passed, and no recipient shall have any
claim for compensation, or otherwise, by reason of his assistance being affected
in any way by such amending or repealing act. (Maine Laws, ibid., sec. 22, and
other State laws.)

Ssc. 27. Saving clause.-A person 65 years of age or more not receiving old-
age assistance under this act is not by reason of his age debarred from receiving
other public relief and care. (New York Laws, ibid., sec. 12&p.)

SEC. 2s. Effective dnte.-

‘The CIIAIRMAN.  The first witness this morning will be Charles H.
Houston, of Washington, D. C., representing the National Associa-
tion for the Advancement of Colored People.

STATEMENT OF CHARLES H. HOUSTON, REPRESENTING THE NA-
TIONAL ASSOCIATION FOR THE ADVANCEMENT IOF COLORED
PEOPLE

Mr. HOUSTON. Mr. Chairman, the National Association for the Ad-
vancement of Colored People regrets that it cannot support the W?g-
ner economic security bill (S. 1130). It approached the bill with
every inclination, if for no other reason than the fact that Senator
Wagner introduced it, to support it, but the more it studied the bill


